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Independent Auditor's Report

To the Members of the Utilities Board of Trustees:

'We have audited the accompanylng finaneial statements of the governmental activities, the

business type activities and each major fund of the Rock Rapids Municipal Utilities, a eomponent unit of
the City of Rock Rapids, Iowa, as of and for the year ended June 30, 2012, which eollectively comprise

the Utilities' basic financial statements listed in the table of contents. These financial statsments are the

responsibility of the Rock Rapids Municipal Utilities' management. Our responsibility is to express

opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the

standards applicable to financial audits contained in Government Auditíng Standards, issued by the

Comptroller General of the Unitcd States. Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit ineludes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements. An audit also includes assessing the accounting principles used and significant

estimates made by managernent, as well as evaluating the overall financial statement presentation. We

believe our audit provides a reasonable basis for our opinions'

As discussed in Note (l) to the financial statements, management has not recorded the net other

postemployment benef,rts (OPEB) liability in the business type activities and the proprietary funds and,

accordingly, has not recorded the corresponding OPEB expense. There are also no disrJlosures reported

on the OPEB obligation in the notes to the financial statements. Accounting principles generally

accepted in the United States of America require that the net OPEB liability be reported and expensed,

which would increase liabilides and expenses and decrease net assets of the business type activities and

the proprietary funds and that certain informationJdata be disclosed in the notes to the financial

statements in regards to the OPEB. The amount by which this departure would affeet the liabilities, net

assets and expenses of the business type activities and the proprietary funds and the failure to report the

required OPEB disclosures is not reasonably determinable.

In our opinion, besause of the effects of the matter discussed in the preceding paragraph, the

financial statements referred to above do not present fairly, in all material respects, the respecti-,re

financial position of the business type activities and each major proprietary fund of the Rock Rapids

Municipal Utilities, a component unit of the City of Rock Rapids, Iowa, at June 30, 2012, and the

respective changes in financial position and cash flows for the year then ended in conformity with U.S.

generally accepted accounting principles.

In addition, in our opinion, the financial statements referred to above present tairly, in all material

respects, the respective financial position of the governmental activities and the governmental major
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fund of the Rock Rapids Municipal Utilities', a component unit of the City of Rock Rapids, Iowa, at

June 30, 2012, and respective changes in financial position for the year then ended in conformity with

U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated January

ZB, 2Ol3 on our consideration of the Rock Rapids Municipal Utilities' internal control over financial

reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and gtant

agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide

an opinion on the intemal control over financial reporting or on compliance. That reporl is an integral

part òf an audit performed in accordance wílh Government Auditing Standards and should be considered

in assessing the results of our audit.

U.S. generally accepted accounting principles require Managernent's Discussion and Analysis and

the Budgetary Comparison Information on pages 5 through 13 and 48 through 50 be presented to

supplernent the basic financial staternents. Such information, although not a part of the basic financial

staternents, is required by the Governmental Accounting Standards Board which considers it to be an

essential part of the financial reporting for placing the basic financial statements in an appropriate,

operational economic or historical context, We have applied certain limited procedures to the required

supplernentary information in accordance with U.S. general accepted auditing standards, which consisted

of inquiries of management about the methods of preparing the information and comparing the

information for consistency with management's responses to our inquiries, the basic financial statements

and other knowledge we obtained during our audit of the basic financial statements. 
.We 

do not express

an opinion or provide any assurance on the required supplernentary information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has omitted the Schedule of Funding Progress for the Retiree Health Plan that accounting

principles generally accepted in the United States of America require to be presented to supplement the

basic financial statements. Such missing information, although not a part of the basic financial

statements, is required by the Governmental Accounting Standards Board, who considers it to be an

essential part of the fìnancial reporting for placing the basic financial statements in an appropriate

operational, economic, or historical context. Our opinion on the basic financial statements is not

affected by this missing information.

Our audit was conducted for the purpose of forming opinions on the financial statements that

collectively comprise the Rock Rapids Municipal Utilities', a cornponent unit of the City of Rock

Rapids, Iowa, basic financial statements. 'We previously audited, in accordance with the standards

referred to in the second paragraph of this report, the financial statements for the two fiSCàl yearS ended

June 30, 2011 (which are not presented herein) and expressed dual adverse opinions/unqualified

opinions on the fiscal year ended June30, 2011 financiai statements and adverse opinions on the fiscal

year ended June 30, 2010 f,rnancial statements. We expressed adverse opinions for the two fiscal years

ended June 30, 2011 because management did not record the net other postemployment benefits (OPEB)

liability in the business type activities and the proprietary funds and, accordingly, did not record the

corresponding OPEB expense. There were also no diselosures reported on the OPEB obligation in the

notes to the financial statelîents. Accounting principles generally accepted in the United States of
America required that the net OPEB liability be reported and expensed, which would increase liabilities
and expenses and decrease net assets of the business tlpe activities and the proprietary funds and that
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certain informationldata be disclosed in the notes to the financial statements in regards to the OPEB

The supplementary information included in Schedules I through l'/, including the Schedule of
Expenditures of Federal Awards required by U.S. Office of Management and Budget (OMB) Circular A-

t33, S Profit is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information is the

responsibility of management and was derived from and relates directly to the underlying accounting and

other records used to prepare the financial statements The inforr-nation has been subjected to the

auditing procedures applied in our audit of the basic financial statements and certain additional

procedures, including comparing and reconciling such information directly to the underlying accounting

and other records used to prepare the financial statements or to the financial statements themselves, and

other additional procedures in accordance with U.S. generally accepted auditing standards. Because of
the significance of not recording the net OPEB liability and the corresponding expense in the business

type activities and proprietary funds and not reporting disclosures on the net OPEB obligation in the

notes to the financial statements for the fiscal year ended June 30, 2012, it is inappropriate to, and we do

not, express an opinion on the supplementary information referred to above.

fl., l\û+lþ e c/

De Noble & CompanY PC

Certified Public Accountants

January 28,2013
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Management's Discussion and Analysis

The Rock Rapids Municipal Utilities provides this Management's Discussion and Analysis of its
financial staternents. The Rock Rapids Municipal Utilities is a component unit (as determined by
criteria specified by the Governmental Accounting Standards Board) of the City of Rock Rapids" While
the Rock Rapids Municipal Utilities is considered legally separate from the City, there is a financial

benef,rt/burden relationship between the City and the Utilities, and a relationship such that exclusion

would cause the City of Rock Rapids' financial statements to be misleading or incomplete. This

narrative overview and analysis of the financial activities is for the fiscal year ended June 30, 2012. We

encourage readers to consider this information in conjunction with the Utilities' financial statements,

which follow.

2012 FINANCIAL HIGIILIGIITS

o The Utilities' total net assets increased 5"0% during the f,rscal year ended June 30, 2012" The total

net assets increased from $14,474,463 to $15,201 ,172, a5726,709 increase. Governmental activities
net assets increased by $300,000 (from $60,000 to $360,000 - due to the receipt of a USDA grant to

assist in establishing a Revolving Loan Fund). Business type activities increased by 9426,709 (from

914,414,463 to $ 1 4,847,172) "

o The Utilities' business type activities total revenues/special items increased 5"7Yo dunng the fiscal
year ended June 30, 2012. The total revenues/special items increased fi'om $4,048,869 to

94,279,360, a 5230,491 increase. The increase is mainly due to grant income of $445,939 in the

Electric Utility and new water sales to Lyon and Sioux Rural Water System, Inc" at the casino

connection.

The Utilities' business type activities total expenses/special items increased 2"4o/o durrng the fiscal
year ended June 30, 2012" The total expenses increased from $3,767,145 to $3,852,651, a $91,506
increase. The increase is mainly due to an increase in purchased water from Lewis and Clark and

costs related to the "Retrofit Street Lighting Froject" done for the City of Rock Rapids.

The change in net assets for the fiscal year ended June 30, 2012 for each individual Enterprise Fund

was as follows:
Electric Utility S 343,925
Water Utility 25,385
sewer utility (2,334)

a

Gas Utility 59 733
Total s 426,709

USING THIS ANNUAL REPORT

The annuai report consists of a series of financial statements and other information, as follo.ws:

The Management's Discussion and Analysis introduces the basic financial statements and
provides an analytical overview of the Utilities' financial activities.
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The Government-Wide Financial Statements consist of a Statement of Net Assets and a

Statement of Activities. These provide information about the activities of the Utilities as a

whole and present an overall view of the Utilities' finances.

The Fund Financial Statements report the Utilities' operations in more detail than the

Government-Wide Financial Statements by providing information about each of the funds.

The Notes to Financial Statements provide additional information essential to a fulI

understanding of the data provided in the basic financial staternents'

The Required Supplernentary Information further explains and supports the financial stateffIents

with a comparison of the Utilities' budget for the year'

The Supplementary Information provides detailed comparison information for each existing

Utilitr ior the fiscal year ended June 30, 2012, compared to the fiscal years ended June 30,

2011 and z¡l0. l,r aádition, the Schedule of Expenditures of Federal Awards provides details

of the Federal programs benefiting the Utilities'

RE PORTING THE UTILITIE S' FINAI\CIAL ACTTVITIES

Government-Wide Financial Statements

One of the most important questions asked about the Utilities' finances is, "Is the utilities as a

whole better or worse off as a result of the year's activities?" The Statement of Net Assets and the

Staternent of Activities report information which helps answer this question. These statements include

all assets and liabilities usìng the accr-ual basis of accounting and the economic resources measurement

focus, which is similar to the accounting used by most private sector companies. All of the current

year,s revenues and expenses are taken into account, regardless of when cash is received or paid'

The Statement of Net Assets presents all of the utilities' assets and liabilities, with the difference

between the two reported as "net assets". Over time, increases or decreases in the Utilities' net assets

may serve u. u .,r"fu1 indicator of whethsr the financial position of the utilities is improving or

deteriorating.

The Statement of Activities presents inf-ormation showing how the Utilities' net assets changed

during the most recent fiscal year. All changes in net assets are reported as soon as the change occufs,

regardless of the timing of related cash flãws. Thus, revenues and expenses are reported in this

statement for some items that will not result in cash flows until future fiscal periods'

The Statement of Net Assets and the Statsment of Activities report two kinds of activities:

o Govemmental activities include economic development through the start up of a new Revolving

Loan Fund. A usDA grant and a Gas utility transfer provided financing for this new loan program.

o Business þ,pe activities include the Electric, Water, Sewer and Gas Utility deparhnents' These

activities are financed primarily by user charges'
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Fund Financial Statements

The Utilities has two kinds of funds:

(1) The Utilities has a Governmental (Special Revenue) Fund to account for a newly established

revolving loan program that was established through $300,000 in funding provided by a "Rural
Economic Development Granf' and a $60,000 matching contribution from the Gas Utility Fund.

This fund is reported using the current financial resources measurement focus and the modified
accrual basis of accounting, which measures cash and all other financial assets that can readilybe
converted to cash. The Govemmental Fund financial staternents provide a detailed, short-term

view of the Utilities' governmental operation and the basic service it is providing. Governmental

Fund information heþs determine whether there are more or fewer financial resources that can be

spent in the near future to finance the Utilities' program"

The required financial staternents for the Governmental Fund include a Balance Sheet and' a

Statement of Revenues, Expenditures and Changes in Fund Balance.

(2) Proprietary Funds are used to account for the Utilities' Enterprise Funds. These funds report

services for which the Utilities charges customers for the service it provides. Proprietary Funds

are reported in the same way all activities are reported in the Statement of Net Assets and the

Statement of Activities. The major difference between the Proprietary Funds and the business

type activities included in the govemment-wide statements is the detail and additional

information, such as cash flows, provided in the Proprietary Fund statements. The Enterprise

Funds include the Electric, Water, Sewer and Gas Funds, each considered to be a major fund of
the Utilities. The Utilities is responsible for ensuring the assets reported in these funds are used

only for their intended purposes and by those to whom the assets belong.

The financial staternents required for proprietary funds include a Statement of Net Assets, a

Statement of Revenues, Expenses and Changes in Fund Net Assets and a Statsment of Cash

Flows.

GOVERNMENT.WIDE FINA}ICIAL A¡IALYSIS

As noted earlier, net assets may serve over time as a useful indicator of financial position. The

analysis that follows focuses on the changes in the net assets for governmental and business þ'pe
activities from a year ago.

Governmental Activities Bwirrçss-Tlpç-Actly-itie-s
Net Assets at Year End Net Assets at Year End

Jlur¡¡e30,2012 June 30, 201 I June 30,2072 June 30, 201 1

Curent Assets
Restricted Cash and CDs
Capital Assets (Net)
Other Assets

Total Assets

000
0

0

0J000
0

0

66$ $ 4,926,804
91,238

10,035,535
262,553

5,509,363
72,018

7,929,527
1,263,141294,000 30,000

360,000 6q000
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Current Liabilities
(Payable from Current Assets)

Current Liabilities
(Payable from Restricted Assets)

Long-Term Liabilities
Total Liabilities

Net Assets:
lnvested in Capital Assets
Restricted
Unrestricted

Total Net Assets

0

0
0

0

0
0

373,617

67,893
33

267,188

59,440

359,58600 474,958

0

360,000
0

0

60,000
0

10,035,535
23,345

7,929,527
12,578

4,782.292 6,472.358

$ 360,000 60,000 s 14,841,172 14,474,463

The largest portion of the Utilities' business type activities net assets is invested in capital assets (land,

utility planL transportation equipment, office equipment, tools and safety devices, communication

equipment, meter tlsting equipmènt, intangibles and construction work in progress) (67.6% of the net

assets total for fiscal v"* ô"á.¿ Jwrc 30,2012). For fiscal years ended June 30,2012 and June 30,

2¡ll,there is no capiial assets related external debt. Restricted net assets rqresent resources that are

subject to extemal restrictions, constitutional provisions or enabling legislation on how they can be used

(l¡O%of the net assets total for govemmental activities and 0.2Vo of the net assets total for business tlpe

activities for fiscal year ended June 30, 2012). Unrestricted net assets, the part of net assets that can be

used to finance day-to-day operations without constraints established by debt covenants, legislation or

other legal requiráents (zz.zy" of the net assets total for business gpe activities for fiscal year ended

June 30, 2012).

During fiscal year ending June 30,2012, the Utilities began purchasing water from the Lewis & Clark

Regional Water System, Inc. at the casino connection. Based on Lewis & Clark's water systøn

beóming availablé to the utilities during the fiscal year, the $1,053,589 in project membership costs

that had been incurred by the Utilities and had been reported as part of "Other Assets" was reclassified to

..Capital Assets (Net),' (reported as an "Intangible"). This reclassification of project me,mbership costs

also contributed to the íncrease in "Net Assets: Invested in Capital Assets" and the decrease in "Net

Assets : Unrestricted".
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Govemmental Activities
Changes in Net Assets

Business Activities
Changes in Net Assets

For the Year EndedFor the Year Ended
Jvne30,2012 June 30. 2011 June 30 2Ol2 June 30 20tl

Revenues:
Program Revenues:

Charges for Services
General Revenues:

Gain on Disposal of Capital Assets
Rentals
Customer Penalties/Credit Card Fees

Interest lncome
Gas Rate Case Settlement
Miscellaneous Income

Hail hrsurance Proceeds

Total Revenues

Prograrn Expenses:
Electric
Water
Sewer
Gas

Total Expenses

Other Financing Source/Use:
Operating Transfer (Gas Utility Fund

To Revolving Loan Fund)

Increase in Net Assets

Net Assets Beginning of Year

Net Assets End of Year

$ 0

0
0
0
0
0
0

0

$o
0
0
0
0
0
0

0

750
6,980
2,360

88,983
3,304

649

0

9,650
é,880
3,174

113,185
3,233

0

10,118

g 3,730,495 $ 3,888,610

0 0 3,833,421 4,034,850

0
0
0
0

0
0

0
0

2,044,812
514,108
238,619
91r,393

1,993,229
364,412
239,785

r,164,319
0 0 3,708,932 3.761.145

Special Items:
USDA-Rural Economic Development Grant
WTFAP Grant
Energy Efficiency & Consen¡ation

Block Grant
Hazard Mitigation Grant Program
Free Community Service (Related

Total Special Items

300,000
0

0

0

0
0
0

0

0
0

0

869

0
0

0
0
0

65,219
380,720

( 143,719)

5013"1

00,000J 302 220 t4 019

0 60.000 0 (60,000)

300,000

ó0,000

60,000

0

426,709

14,414,463

227,724

14,186,739

$ 360,000 60,000 s 14,841,172 14,414,463

The "Increase in Net Assets" from fiscal year ended June 30, 2012 compared to June 30, 2011

was higher by $240,000 (400%) in the govemmental activities and hieher by $198,98 5 (87.4%) in the

business t1,pe activities" The Utilities total net assets (governmental activities and business type
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activities) increased 5.0% during the fiscal year ended June 30, 2012. The primary reason the amount of
"lncrease in Net Assets" was higher than last year was due to the increase in "special iterns" as the result

of the Revolving Loan Fund and the Electric Utility qualifuing for intergovernmental grant revenues,

which were able to offset a decrease in charges for services. The Utilities was essentially able to keep

expenses constant as a whole with the prior fiscal year. There was a slight increase due to a large amount

of free community service ("special item") done this year that was provided to the City of Rock Rapids.

INDIVIDUAL MAJOR F'TJND A¡IALYSIS

Revolving Loan Fund (Special Revenue)

The Revolving Loan Fund was established by a $60,000 transfer from the Gas Utility Fund

during fiscal year ended June 30, 2}ll. The $60,000 was the Utilities match needed to qualiff in fiscal

year ended June 30, 2012 for a $300,000 "Rutal Economic Development Granf' for this fund. The

initial $360,000 was loaned to the Rock Rapids Community Affairs Corporation ("CAC") which utilized

the funding to build a commercial spec building that has been sold on contract to a local businessman.

The contract and collateral were assigned by the CAC over to the Utilities to satisfu the loan made to the

CAC. As this contract is repaid, the Utilities will have money available that can be loaned to area

businesses for new endeavors, to maintain retention or for expansion.

Operating Revenues (Utility Funds)

Electric operating revenues were $2,06 5,210, down 513,397 or lo/o from the previous fiscal year,

which is comparable. Residentíal and commsrcial usage was down slightly.

'Watsr operating revenues were $538 ,I37, tp $100,445 or 23o/o from the previous fiscal year, due

mainly to an increase in water sales to Lyon and Sioux Rural Water System, Inc. (largely due to new

water sales to the casino).

Sewer operating revenues were $236,102, down $1,898 or lYo from the previous fiscal year,

which was comparable.

Gas operating revenues were $891,046, down fi243,265 or 2lo/o from the previous fiscal year,

due to a reduction in commodity sales (mild winter weather) and lower natural gas coûrmodityprices.

Operating Expenses (Utility Funds)

Electric operating expenses were $2,044,599, up $51,503 or 3Yo from last fiscal year, due mainly

to an increase in purchased power costs.

Water operating expenses were $480,5'76,ap 5144,739 or 43Yo from last fiscal year, due mainly

to the first year in purchaslng water from Lewis & Clark Regional Water System, Inc., an increase in

distribution systern repairs and an increase in depreciation expsnse.

11



Sewer operating expenses were $235,115, down $99 or 0% from last fiscal year, which is

comparable.

Gas operating expenses were $91 1,128, down 5252,945 or 22Vo from last fiscal year, due mainly

to a reductionin the volume of commodity purchases and lower natutal gas commodity prices.

Net Assets (Utilify Funds)

The Electric Fund, which accounts for the operation and maintenance of the electric system,

ended fiscal year 20l2with a 86,178,275 net asset balance compared to the prior year ending net asset

balance of $5,g34,350 ($343,g25 in(Íiease or 60lo). The prior fiscal year change was an increase of

5129,640. As stated preìiously, the Electric Utility had a few "special items" during the fiscal year that

contributed to this ioo"*". The Utilities had grant income of 5445,939 (Energy Efficiency and

Conservation Block Grant and Hazard Mitigation Grant Program), which was partially offset by

additional free community service provided to the City of Rock Rapids in the amount of $143,719 (costs

related to the "Retrofit Street Lighting Projecf')

The Water Fund, which accounts for the operation and maintenance of the water system, ended

fiscal year 20l2with a SZ,}I7,Bg2 net asset balance compared to the prior year ending net asset balance

of 82,g92¡07 ($25,385 increase or IVo). The prior fiscal year change was an increase of $87,878'

The Sewer Fund, which accounts for the operation and maintenance of the sewer system, ended

fiscal year 2072with a $1,065,306 net asset balance compared to the prior year ending net asset balance

of $1,ó67,640 ($2,334 decrease or Oo/o). The prior fiscal year change was an increase of $1,244-

The Gas Fund, which accounts for the operation and maintenance of the gas system, ended fiscal

year 2012 with a s4,67g,6gg net asset balance compared to the prior year ending net asset balance of
'54,619,966 

($59,733 increase or lo/o). The prior fiscal year change was an increase of $8,962.

BUDGETARY IIIGI{LIGIIT S

During fiscal year ended June 30, z}!2,the Rock Rapids Municþal Utilities amended its budget

one time on May 30,zolz" The Utilities increased receipts by $387,000 (funding of the Revolving Loan

Fund) and disburr*t"nt" by $1,6ïftO00 (eapital imlnovement essts of $6501000 fer the Eleetri€ F.und

and $02S,000 for the'Water Fund and a $360,000 loan issued by the Revolving Loan Fund).

Receipts came in g456,369 r¡nder the amended budget. Use of money and property came in

$101,080 ovãr budget, intergovernmental revenues came in $9,862 over budget, charges for service

came in S6lz,44g-under budget and miscellaneous receipts came in $45,138 over budget. The

breakdown of the charges for service by Utility is as follows: the Electric Fund receipts came in
g724,9g6 under budget, the Water Fund came in $7,865 over budget, the Sewer Fund came in ï5,747

under budget and the Gas Fund came in $489,581 under budget.

t2



Disbursements came in5514,625 under the amended budget. The Electric Fund came in $71,153

under budget, the Watsr Fund came in 551,402 under budget, the Sewer Fund came in $18,507 under

budget, the Gas Fund came in $313,563 under budget and the Revolving Loan Fund came in $60,000

under budget.

Other financing sources came in $750 over budget.

The Utilities budgets on the cash basis but maintains its records on an accrual basis; therefore,

accurate cash basis budgeting is a challenge for the Utilities. This is a major reason why, along with the

fact that any Utilities' budget amendments must be approved by the City Council as part of an overall

City amended budget, the Utilities came in below the final amended budget but the original budget was

exceeded before the amended budget was adopted.

CAPITAL ASSETS AJ\ID DEBT ADMINISTRATION

Capital Assets

Please see Note (7) to the financial stateffrents for more information about the Utilities' capital

assets and related depreciation. The major additions during the fiscal year were for utility plant, a 2008

GM truck with lift, and reclassification of Lewis & Clark project membership costs from an "Other

Asset" to an "Intangible" capital asset. Utility plant additions were for Electric, Water and Gas Utility
meter replacønents and line improvements/additions and a tank at the wastewater treatment plant for the

Sewer Utility.

Construction in progress at June 30, 2012 consists primarily of an electric substation project,

electric hazard mitigation project, water gravity filter rehabilitation project, Greene Street watsr system

expansion project, sewer Scada system improvements project and the sewer HazMat project.

Long-Term Debt

The Utilities did not have any external long-term debt outstanding at June 30,2012' Please see

Note (3) for internal long-term loans made from the Gas Fund to the Water and Sewer Funds.

ECONOMIC FACTORS

The Rock Rapids Municipal Utilities Electric Utility saw a leveling off of electrical purchased

power costs. It is expected that in the coming fiscal year to see stable prices unless there is

intensification in the drought. Drougþt continuation could cause low Missouri River releases from the

main stem dams which would require WAPA to invoke their drought adder in January of 2014. This

would in turn cause upward pressure on the Rock Rapids Municþal Utilities' purchased power costs.

The'Water Utility will be implementing a water rate increase in fiscal yeat 'l2l'73 to fund system

improvonents and to acquire water source expansion. 'Water source expansion will entail tapping into

the Lewis and Clark Watsr Systern at two different locations. The extra source of water will allow for

increased sales to Lyon and Sioux Rural Water System, Inc., the Water Utilities largest customer.
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Rock Rapids Municipal Utilities'
Ä Component Unit of the City of Rock Rapids

Basic Financial Statements
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Rock Rapids MuniciPal Utilities'
A Component flnit of the City of Rock Rapids

Statement of Nct Assets

June 300 2012

Governmental
Activities

Business Type
Activities Total

Assets

Current Assets:

Cash

Certificates of Deposit

,\ccounts Receivable
Due F¡om Otha'Govemments (Related Parly)

Due Ftom Other Govemments
Notes Receivable - Rock Rapíds Development Corporation

Note Receivable - Rock Rapids Business

Interest Receivable
lnterest Receivable
Inventory
Prepaid Expenses

Total Current Assets

Restricted Cash:
Customer Deposits
Depreciatìon Reserves

Total Restricted Casb

Capital Assets:

Land
utility Plant
Transportatì on Eq uipmen t

Office Equipment
Too.ls and Safety Devices
Communication Equipment

Meter Testing Equipment
Intangibles
Total Capital Assets (Before W.I.P.)
Less: Accumulated Depreciation/Amoltizati on

Capìtal Assets - Net (Before W.LP.)

Construction Work in Ptogress

Net Capital Assets

Other Assets:

Notes Rece:ivable - Rock Rapids Development Corporation

Note Receivable - Rock Rapids Business

Note Receivable - Housing Development Incentive Program

Total Other Assets

0 10,035,535 I 0,035,53 5

s 0,0003 1,252,180
2,715,000

305,708
6,549

356,719

6,000
0

10,216
3,628

i 39,039
tt 765

1,282,180
2,115,000

305,708

6,549
356,7 t9

6,000
36,000
10,216

3,628
139,039

0

0

0

0

0

,000
0

0

0
n

36

61 ,893
23,345

71 765
4,992,804

67,893
23,345

0

0

0 91,238 91,238

0

0

0

0

0

0

0

0

t19,087
15,787,510

341.436
39.782

266,916
8,07'7

21,903

179,087

I 5,787,s 1 0

341,436
39,782

266,916
8,077

2t,903
t,087,6341,08 '7,634

0

0

17,738,345
(9,373,590)

t7,138,34s
(9,373,590)

0

0

8,364"755
1,670,780

8,364,75s
780

294,000

197,553

0

6s,000

19't,553
294,000

65,000

0

0

294,000 262,553 556,553

Total Assets

i6

360,000 1 5,3 1 6,1 30 15,676,130



Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Statement of Net Assets

June.30' 2012

Exhlbit A lContinuedl

7,172

0
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Exhibit B

Rock Rapids MuniciPal Utilities

A Component Unit of the City of Rock Rapids

Statement of Activities

For The Fiscal Year Ended June 30'2012

Program Revenues Net (Expense) Revenue and Chanees in Net Assets

Functionsi Programs

Business Type Activities:
Electric Utility
Water Utility
Sewer Utility
cas Utility

Expenses

Charges for
Services

Governmental
Activities

Business Type
Activities Total

20,398
24,029
(2,st7)

(20,347)

20,398
24,029
(2,st1)

(20,341)

0

0

0

0

Total Business Type Activities s 3,708,932 3, 730.495

General Revenues:

Gain on Disposal of Capital Assets

Rentals
Rentals (Related PartY)

Customer Penalties/Credit Car d Fees

Gas Rate Case Settlement

Interest Income

Interest Income (Water, Sewer Funds)

Miscellaneous Income

Total General Revenues

Special ltems:
USDA-Rural Economic Development Grant

Energy Efficiency and Conservation Block Grant

Hazard Mitigation Gtant Program

Free Community Service (Related Party)

Total Special ltems

Change in Net Assets

Net Assets Beginning of Year

Net Assets End of Year 360.000 14,84t,172 15,20t,t12

0 21,s63 2t,563

0

0

0

0

0

0

0

0

7s0
r,880
5,000

2,36Q

3,304
51,947
37,036

649

750

1,880

5,000

2,360

3,304

5t,941
37,036

649

0 t02,926 t02,926

300.000

0

0

0

300.000 302,220 602,220

300,000

60,000

426,709

14"414,463

726,109

14,474,463

s

See Notes to Financial Statements. l8



Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapíds

Balance Sheet
Governmental Fund

Special Revenue

Assets

Current Assets:
Cash
Note Receivable - Rock Rapids Business

Total Current Assets

Other,A.sset:
Note Receivable - Rock Rapids Business

Fund Balance:
Restricted For:

Loans to Businesses

Total Fund Balance

$

$

See Notes to Financial Stateinents. t9
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Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Statement of Revenues, Expenditures and Change in Fund Balance

Governmental Fund

For the X'iscal Year Ended June 30,2012

Net Change in Fund Balance

Fund Balance Beginning of Year

Fund Balance End of Year

0

0



Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Statement of Net Assets

Proprietary Funds

June 30, 2012

Electric
Utilify

Water
Utilitv

Exhibit E

Utility Total

Enterprise Funds

Sewer

Utilitv

0

23,345

Gas

Assets

Current Assets:

Cash

Certificates of Deposit
Accounts Receivable

Due From Other Utìlity Funds
Due From Other Govemments (Related Éarty)
Due From Other Governments

Note Receivable - Rock Rapids DevelopÍnent Corporation
Interest Receivable

Flex Spending Receivable

lnventory
Prepaid Expenses

Total Current Assets

Restricted Cash:
Customer Deposits
Depreciation Reserves

Total Restricted Cash

Capital Assets:

Land
Utility Plant

Transportation Equipment
Office Equipment
Tools and Safety Devìces

Communication Equipment
Meter Testing Equipment

Intangibles
Total Capitaì Assets (Before W.l.P.)

184.349

875,000

r 30,850

0

4,3s4
355,408

0

3,891

3,628

73,156
28.937

27 t,700
0

70,67 5

0

602

468

0

0

0

27,340
I 6.593

167,843

0

t8,084
0

s06

444

0

0

0

0

13.823

$

7,705
0

628,288

l,goo,ooo
86,099

96,219
1,087

399
6,000

6,325
o

38,543
12.412

3r,725
0

r 3,863

1,Q73,144

r0 r ,000
7,596

73,097

0

0

r r.990

1,252,180

2,715,000
305,708

96,219
6,549

356,119
6,000

10,216
3,628

139,039

71.765

67,893
23,345

28,463

0

28,463

46,913

8, I 57,889

1 78,1 05

24,958

t26,252
7,Q7 I

16,235

r 1.990

|,659,573 387,378 200,700 2,175,312 5,023,023

7 ,705 23,345 3 r,725 91 ,238

1 18,3 il
4,321,286

29,95i
6,498

42,316
1,006

s,668

t.060.299

0

2,235,191

38,180

730

25,251
0

0

3.355

179,087

15,787"510

347,436
39,782

266,916

8,077

21,903
t.081.634

8,569,413 5,585,335 2,302p07 1,280,690 17,738,345
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Less : Accumulated Depreciation/Amorlizati on

Capital Assets - Net (Before W.l.P.)
Constructìon Work in Progress

Net Capital Assets

Other Assets:

Advances To Other Utility Funds
Note Recelvable - Rock Rapids Development Corporation
Note Receivable - Housing Deveìopment Incentive Program

Total Other Assets

Total Assets

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable

Due To Other Utllity Fund

Due To Other Govemments (Related Party)

Due To Other Covernments

Construction Contracts Payable

Accrued Vacation/Conrp Time Pay

Accrued Payroll & Payroll Liabilities
Uneamed Income
Total Current Liabilities (Payable From Current Asscts)

Liabilities Payable From Restricted Cash
Customer Deposits

Long -Term Liabilites:
Accrued Sick Leave Pay

Advance From Other Utiìity Fund

Total Long-Ternr Liabilities

Total Liabilities

Net Assets

Invested in Capital Assets. Net of Related Debt
Restricted for:

Depreciation Reserves

Unrestrictecl

Total Net Assets

(4,838,305) (2,473,

3,731, l0g
885,1 6 1

3,t I r,642
693) (1,443,228) (6 t 8,364

8s9,679

64,194
662,326

0

0 r ,1 86,008

0 197,553

0 29,716

) (9,373,590)

8,364,755

1,6'70,780

r, r 86,008

191,553

65,000

721,435
4,616,269 3,833,071 923,863

0

0
29,1t7
29,717 5,561

6,334,022 4,233,127 t,t47,g0g

662,326 10,035,535

5 ,56

0

0

7

0 t,413,277 I ,448,561

4,882,100 16,598,357

49,501

0

158

8,802

28,675

2 r,408

6,623
0

29,014

80,062

9,387

I,790
30,922
1 1,154

2,885

0

1,964

16,157

45

240
0

8,066

2,139

0

1,001

0

r 8,698

t,462

0

18,029

4,938

I16,116

81,480

96,219

28,288

t2,294
5q 597

58,657

ló,585

I16,7 t6
il5,167 165,2t4 28,611 t60,844 469,836

28,463 1,705

t2,t tl

0 3t,125 67.893

0

I,562,006

5,522

1,131,394

n

28ó,91 r

5,377

48,614

23,34s
r 82,869

t0,432
0

0

4,017,373

33,448

r, r 86,008

23,345
6,049,t59

0

t2,|7 t,t4z,9l6 53,99t 10,432 1,219,456

155,747 r,315,835 82.602 203,001 1,757,t85

4,6t6,269 2,630,981 8s9,092 662,326 8,768,668

$ 6,I 78,27 5 2,917 ,892 I ,0ó5,306 4,619,699 14,84t.172

See Notes to Financial Statements. 23



Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds

X'or the Fiscal Year Ended June 30' 2012

Enterprise Funds

Electric
Utilitv

Water
Utility

Sewer
Utilitv

Gas

Utilitv

Exhibit F

Total

Operating Revenues:

Residential Sales

Commercial Sales

Public Street and Highway Lighting
Wrnd Power - Residential and Commercial

Water Sales - Metered

Water Sales - Rural Water SYstem

Water Sales - Tank Loads

Sewel Service

Material and Service Sales

Service Income
Service Income (Related Parfy)

Total Operating Revenues

Operating Expenses:

Production /Processing Expense

Distribution Expense

Accourlting and Collecting

Administrative and General

Free Community Service (Related Palty)

Free Commuruty Service

Transportation
Depreciation
Payroll Taxes

Total Operating Expenses

Operating nncome (Loss)

$ 1,033,s67

963,r14
?q 0i5

486

0

0

0

0

31,348

3,528

4,t32
2,065

1,282,513

180,293

24,928
179.019

100.768

8,301

5,428
231,141

I 1,548

2,044

0

0

0

0

259,542
245,154

614

0

29,289
)//

2,361

591,359

292,786
0

0

0

0

0

0

I,899
870

4,132

1,624,926
1,255,900

29,03s
486

259,542
245 

"'7 
54

614
)74 q))

62,536
4,975

11,805

2,098,182

380,31 I
12.393

491,164

106,048

8,301

15, I 10

414,629

84,080

l,l8o
236,102

0

0

,92234

0

0

0

0

0

2

0

0

,210 538,137

t52"291

85,038

14,927

104,999

0

0

t,662
104,935

16,118

991,046 3,730,495

s50, I 19

114,980
)5 A?1

t53,679
0

0

5,038
3',7,418

23,97r
911,128 3,611,478

I 13,853

0

6,615

s4,007

5,280
0

2,982
40,53_5

I 1,843

.599 480,576

20.611

235,115

24

57,56r 981 Q0,082) 59,01'7



Nonoperating Revenues (Expenses) :

Gain on Disposal of Capital Assets

Rentals

Rentals (Related Party)

Customer Penalties/Credit Card Fees

Gas Rate Case Settlement

Interest Income

Interest Income (Water, Sewer Funds)

Miscellaneous Income

Interest Expense

Interest Expense (Gas Fund)

Net Nonoperating Revenues (Expenses)

Change in Net Assets Before Special Items

Special Items:
Energy Eff,rciency and Conservation Block Grant

Hazard Mitigation Grant Program

Free Community Service (Related Party)

Total Special Items

Change in Net Assets After Special Items

Net Assets Beginning of Year

Net Assets End of Year

250
1,000

5,000
1,168

0

13,608

0

281
(213)

0

65,2r9
380,120

Ã43.t19\
302.220

2s0
880

0

186

0

0

0

40

0

(33,s32\

0

0

823

3,304

38,339

37,036

328

(26s)
0

150
1,980

5,000
2,360
3,304

5t,947

37,036
649

(478)
(37,036)

65,4r2

65,219

380,720
( 143,719)

302.220

2500

0

0

183

0

0

0

0

0

3,504)

4t,705 25,385 (2,334\ 59,133 124,489

21.094 (32.116\ (3,321) 79.815

0 0

0

0

0

0

0

0

0

0

0

0

343,92s 25,385 (2,334) 59.733 426,709

5,834,350 2,892,507 1,067,640 4,619,966 14,414,463

$ 6.178.275 2.91'/,892 1,065,306 4,619,699 14,841,172

See Notes to Financial Statements. 25



Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Statement of Cash Flows

Proprietary Funds

For the X''iscal Year Ended June 30, 2012

Enterprise Funds

\ilater
Utility

Gas

Utility

Exhibit G

Total
Sewer

Utilitv

Cash Flows From Operating Activities:

Cash Received from Customets and Users

Cash Received from Interfund Services Provided

Cash Received from Other Revenues

Cash Paid to Suppliers/Outsicle Service Prqviders

Cash Paid for Personal Services (Employees)

Cash Paid for Intcrfirnd Services ljsed

Cash Paid for Free Community Service (Related Party)

Cash Paid for Free Communþ Service

Net Cash Provided By (Used For)
Operating Activities

Cash Flows From Capital and Related

Financing Activities:
Froceeds from Interfund Loan from the Ghs Utility
Principal Payments on Interfund Loan froilr the Gas Utility
Interest Paid on Interfund Loan from the 6as Utility
Proceeds from Sale of Capital Assets

Purchases/Construction of Capital Assets

Special Item: Energy Efficiency & Conservation

Block Grant Proceeds

Special ltem: Hazard Mitigation Block Grant Program Proceeds

Net Cash Provided By (IJsed For) Capital

and Related tr'inancing Activities

Electric
Utilitv

$ 2.002,987

60, I 87

6,281
(1,41r,r72)

(28s,7s0)
(4,922)

(244,487)

8,301

1r4.823

0

0

0

250

(682,286)

62,0'.76

34.186

5 85,17

515,210

1,046

920
(190,847)
(rs2,291)

(30,296)

0

0

r43,142

625,000

(42,528)

(27,429)

254
(674,680)

236,951

302
0

(5e,4e0)

( lo r,068)
(2e,6ts)

(5,280)

0

41,800

92'7,920

4,372

3,632

(6s2,578)
(226,296)

( 1,073)

0

0

0

0

0

254
(71,504)

3,683,068

65,907

10,833

(2"314,087)
('765,4As)

(65,906)

(249,767)
(8,301)

55,917 3s6"342

0

( 15,3 96)

(3,504)

0

(2s,276)

625,000

(57,924)

(30,933)
754

(1,4s3,746)

0

0

0

0

0

0

62"076

34,786

4l n 19"387)

¿a

44,176) (1 l.2s4) (819,e91)



Cash Flows From Investing Activities:
Issuance of Interftind Loan to the Water Utility
Principal Received on Interfund Loans

Interest Received on lnterfund Loans

Cashed In (Purchase of) Non Cash Equivalent

Certificates of Deposit (Net)

Interest Received

Customer Penalties/Credit Card Fees Received

Principal Received on the Rock Rapicls Dev. Corp. Loans

Loan Issued per the Housing Developmeut Incentive Program

Interfund Loan Repaid by the Revolving Loan Fund

Net Cash Provided By (Usetl For) Investing

Activities

Net Increase (Decrease) in Cash and

Cash Equivalents

Cash and Cash Equivalents Beginning of Year

Cash and Caslr Equivalents End of Year

Reconciliation of Operating Income (Loss) to Net Cash

Provided By (Used For) Operating Activities:
Operating lncome (Loss)

Adjustments to Reconcile Operating lncome
(Loss) to Net Cash Provided By (Used For)

Operating Activities:
Depreciation

Special Item - Free Community Service (Retated Party)

Proceeds from Rentals

Proceeds from Rentals (Related Party)

Proceeds from Gas Rate Case Settlement

Proceeds from Miscellaneous Income

Deposit Interest Paid

Changes in Assets and Liabilities:
Decrease (Increase) iu Accounts Receivable

Decrease (Increase) in Due From Other Governments

(Related Party) (Non Capital Assets Related)

Decrease in Due From Other Governments

(Non Grants Related)

141,950 (s,381) 183 (82,614) 54,138

(328,401) 18,914 (2,1e3) (97,8e1) (40e,51 l)

541,2t3 260,431 193,3 8 1 151,904 1,152,929

s 212 8t2 219,405 191 188 660,013 1,343 t8

$ 20,611 57,561 981 (20,082) se,011

231,741

(143,119).

1,000

5,000

0

281

(213)

104,935 40,5

(s7,3e7)
4,494

155,000

15,499

1,168

0

(29,7n)
0

0

0

186

0

(5,567)

0

(34,066)

4,057

0

0

0

0

0

0

0

0

0

0

0

83

0

0

0

35

0

0

0

0

0

0

(625,000)

57,924

30,933

425,000

45,474

823

11,447

(2e,116)

501

(625,000)

51,924

30,933

3,304

328

(265)

( 16,21e)

(273)

580,000

60,973

2,360

11,447

(65,000)

501

414,629

(r43,7 te)
1,880

5,000

3,304

649

(478)

37,4 l8
0

0

0

0

880

0

0

40

0

(8,075)

624

292

963
86

6

27

102 r,350 I,750



Exhibit G (Continued)

Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Statement of Cash Flows

Proprietary Funds

For the Fiscal Year Ended June 30, 2012

Enterprise tr'unds

Electric
Utility

Water
Utility

Sewer

Utilitv
Gas

Utility Total

Reconciliation of Operating Income (Loss) to Net Cash

Provided By (Used For) Operating Activihies (Continued):

Adjustments to lleconcile Operating Income

(Loss) to Net Cash Provided By (Used For)

Operating Activities (Continued) :

Changes in Assets and Liabilities (Conliinued):

(Increase) in Flex Spending Receivable

(Increase) in Lnventory

(Increase) in Prepaid Expenses

Increase in Customer Deposits (Cash)

Increase (Decrease) in Accounts Payable

(Non Capital Assets Related)

(Decrease) in Due to Other Governments (Related Party)

(Non Capital Assets Related)

Increase in Due to Other Govemments

(Non Capital Assets Related)

Inc¡ease in Accrued Vacation/Comp Time Pay

Increase in Accmed Payroll & Payroll Liabilities
(Decrease) in Flex Spending Payable

Increase (Decrease) in Unearned Income

Increase in Accrued Sick Leave Pay

Net Cash Provided By (Used For)
Operating Activities

(3,628)

(24,84s)
(3,818)

6,106

28,t8s

0

(4,66r)
(1,023)

1,481

(4,053)

(3,628)
(31"724)

(6,825)

8,453

34,297

0

(2,2t8)
(531)

860

10,t79

1,222

361

(614)

(1,4

0

0
q1\

0

l6i
0

0

(8)

3,188

(e0)

459

0

0

8i

0 (2,131) (2,829)

430 4,11134

9222,365

690

( 1,203)
(530)

1,79

2,5s6

954

0

57,304

153

7,06_5

2,772

(1,203)

56,774

49017

$ 114,823 143,142

28

41,800 55,977 356,342



Reconciliation of C¿sh and Cash Equivalents at
Year End to Specific Assets Included on the

Statement of Net Assets:

Current Assets:

Cash

Resticted Cash:
Customer Deposits (Cash)

Depreciation Reserves (Cash)

Cash and Cash Equivalents at Year End

$ 184,349 271,700 167,943 62g,2g8 1,252,190

2ß,463

0

7,705

0

,0

23,345
31,725

0

67,893

23.34s

s 2t2,812 279,405 1gl,1gg 660,013 1,343,41g

See Notes to Financial Statements. 29
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Rock Rapids Municþal Utilities'
A Component Unit of the City of Rock Rapids

Notes to Financial Statements

June 30,2012

(1) Summary of Significant Accounting Policies

The Rock Rapids Municipal Utilities is a component unit (as determined by criteria specified by

the Governmental Accounting Standards Board) of the City of Rock Rapids, which is a political

subdivision of the State of Iòwa located in Lyon County, Iowa and operates under the Home

Rule provisions of the Constitution of lowa. The Rock Rapids Municipal Utilities provides

electric, waler, sewer, and gas utilities and related services to its customers' The Utilities

developed a Revolving Loan Fund in fiscal year 2010/2077 to assist in the financing of
upp.orr"d rural economic development projects. The Rock Rapids Municipal Utilities is

established and operated in accordance with Chapter 388 of the Code of Iowa. The Utilities is

governed by a three-msmber Board of Trustees appointed by the Mayor and approved by the

City Coor,ci, which exercises oversight responsibility under the critsria of the Code of lowa.

The financial statsments of the Rock Rapids Municipal Utilities have been prepared in

conformity with U.S. generally accepted accounting princþles (GAAP) as prescribed by the

Governméntal Accounting StandardsBoard except that management has not recorded the net

other posternployment benefits (OPEB) liability in the business type activities and the

proprietary funds and , accordingly, has not recorded the corresponding OPEB expense. There

are also no disclosures reported on the OPEB obligation in the notes to the financial statements.

The Rock Rapids Municipal Utilities operates a single-employer retiree benefit plan which

provides meãicat/pr"r".çtiotr drug benefits through a plan with the Sanford Health Plan.

Retirees under ugi ss puy ttt" same prernium for the medical/prescription drug benefit as active

employees, which results in an implicit rate subsidy and oPEB liability/expørse. Accounting

principles generally accqrted in the United States of America require that this net OPEB

iiuulrty beieporteå and expensed, which would increase liabilities and expenses and decrease

net assets of ine business type activities and the proprietary fi.nds. Required disclosures to be

in conformity with u""orrotirg princþles generally accepted in the United States of America

that are omitted for this mplicit rate subsidy include the plan description, funding policy,

annual OPEB cost and net OÞgg obligation, funded status and funding progress, and actuarial

methods and assumPtions'

Management has also decided to omit the Schedule of Funding Progress for the Retiree Health

plan that accounting principles generally accepted in the United States of America require to be

presented to supplement the basic financial statements. Such missing information, although not

a part of the basic financial statements, is required by the Governmental Accounting Standards

Board.
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A. Reportins Entity

For financial reporting pufposes, the Rock Rapids Municþal utilities has included all

funds, orgalrzations,-agencies, boards, commissions and authorities. The Utilities has

also considered all potential component units for which it is financially accountable and

other organizations for which the nature and significance of their relationship with the

Utilities are such that exclusion would cause the utilities' financial statements to be

misleading or incomplete. The Governmental Accounting Standards Board has set forth

criteria to be considered in determining financial accountability. These criteria include

appointing a voting majority of an atgaruzation's governing body, and (1) the ability of

ttrË utititiés to impãse iL wiu on that orgarrzation or (2) the potential for the organization

to provide specific benefits to or impose specific financial burdens on the Utilities' The

Rock Rapids Municipal Utilities has no component units which meet the Govemmental

Accounting Standards Board critsria.

As previously noted, the Rock Rapids Municipai Utüities is a component unit of the City

of Rock Rapids, While the Rock Rapids Municipal Utilities is considered legally

separate from the City, there is a f,rn

and the Utilities, and a relationshþ
Rapids' financial statements to be mislea

appoints the utilities' governing body as already disclosed.

The Rock Rapids Municipal Utilities made contributions to the City of Rock Rapids in the

amount or $249,767 (reported as free community service - related party) for the fiscal

year ended June 30, ìOiZ. The ELectric Fund contributed $97,1ó8 in checks, 53,600 in

park lights and $143,719 thro

"special item") and the Sewer

Rapids paid the Rock RaPids

related part/') and $tr 1,805 for gnbagehec

as service income-related party). Th; City of Rock Raprds also pays the Ut-ilities f'or

utility se¡ices and both entities charge each other for any occasional labor and materials

pro-rid"d to each other (these costs irave not been presented separately in the f,rnaneial

statements).

Joint Ventures - The Utilities is a participant in joint vørtures that provide goods andior

services to the Utilities. There is ongoing financial interest and responsibilrty b-v the

Utilities and othcr participating memberq, wirich is reflected througþ the price each joint

venture charges tà proUae the goods and./or services to the Utilities and other

participating members. The Utiliti". hu. this ongorng financial interest and responsibility

as a member of the Missouri River Energy Services and the Lewis & Clmk Regional

Water Systern, [nc. The Utilities paid the Missouri River Energy Services $1,10ó,515 for

power and energy services, s2,285 for dues and $100 for meeting registrations. The

Utilities receiveã-$ 69,:,03 from the Missouri River Energy Services as a reimbursement

tbr monthly capaeity generation fees and generator costs, ands23,072 as areimbursement

for the..BrightEn"ig! Sototions Program." The Utilities purchased waler' from Lewis &

Clark Regiónal Waìer System, lnc- in the amount of $56,543 and paid $5,810 for

lobbying rh*g", for fiscai year ended June 30, 2012. Financial information on each joint

venture is not included with the Utilities' financial statements. tn ordsr to obtain
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financial information and financial statements on each joint venture to determine whether

each joint vsnture is accumulating significant financial resources or is experiencing fiscal

stress that may cause an additional financial benefit to or burden on the Utilities, please

contact the Utilities Manager at the Utilities office'

B. Basis of Presentation

Government-Wide Financial Statements - The Staternent of Net Assets and the Statement

of Activities report information on all activities of the Utilities. For the most part, the

effect of interfind activity has been rernoved from these statsments, excqrt for interfund

ssrvice billings and interest charged for interfund loans. Governmental activities, which

are supported by intergovernmental revenues, are reported separateþ from business type

activities relyto a significant extent on fees and charges for services'

The Statement of Net Assets presents the Utilities' assets and liabilities, with the difference

reported as net assets. Net assets are reported in three categories'

Invested in capttal assets, consists of capital assets, net of accumulated

depre ci ati o nl amof üzation.

Restricted net assets result when constraints placed on net asset use are

either externally imposed or imposed by 1aw through constitutional

provisions or enabling legislation'

(Jnrestricted net assets consist of net assets not meeting the definition of
the two preceding categories. Unrestricted net assets often have

constraints on resources imposed by managernent which can be removed

or modified.

The Statement of Activities demonstrates the degree to which the direct expenses of a given

functiorVprogram are offset by program revenues. Direct expenses are those clearly

identifiable with a specific function/program. Program revenues can include 1) charges to

customers or appüóants who purchase, use ot directly benefit from goods, services or

privileges pto.,niaìa by a given function and 2) grants, contributions and interest restricted

io -""tittg the operatiottul or capital requirements of a particular function/pro gralr,, when

applicable. Unrestricted interest and other iterns not properly included among program

revenues are reported instead as general revenues'

Fund Financial Statements - Separate financial statements are provided for governmental

and proprietary funds. Major individual governmental and proprietary funds are reported

as sqrarate columns in the fund financial statemsnts'

The utilities rqrorts the following major govemmental fund:

Special Revenue:

The Revolving Loan Fund is to be used to account for all funds derived from an

"USDA-Rurá| E"ono-ic Development Grant" agreønent between the Utilities and
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Rural Development, through the Rural Business - Cooperative Service. This

Revolving Loan Fund is to be used to assist in the financing, through the form of a

loan, of approved rural economic development projects. This Fund is meant to

attract, retain andlor expand business that would generate public benefits to the

citizens of Rock Rapids and the surroundingarea"

The Utilities reports the following major proprietary funds (the Utilities considers all the

funds the Utilities has as major):

Enterprise:

The Electric Utility Fund is used to account for the operation and maintenance of

the Utilities' electric s-vstem.

The Water Utility Fund is used to account for the operation an<i maintenance of

the Utilities' watsr system

The Sewer Utility Fund is used to account tbr the operation and maintenance of

the Utilities' sanitary sewer systern

The Gas Utility Fund is used to acsount for the operation and maintenance of the

Utilities' gas sYstem.

C. Measurernent Focus and Basis of Accounting

The government-wide and proprietary fund financial statements are reported using the

economic resources measurement focus and the accrual basis of accounting. Revenues are

recorded when earned and expenses are reeorclerl when a liability is incurred, regardless of

the iiming of related eash flows. Grants and similar items are recognized as revenue as

soon as a11 eligibilify require.ments imposed by the provider have been satisfied"

Governmental fund hnancial statements are reported using the current financial resources

measurement f"ocus and the modified accrual bãsis of accounting. Revenues are recognized

as soon as they are both measurable and available. Revenues are considered to be available

when they are collectible within the current period or soon enough thereafter to pay

liabilities of the current period. For this purpose, the Utilities consider revenues to be

aveilable jf they are collected within 60 days after year end.

Intergovernmental revenues (shared revenues, grants and reimbursements from other

gov-enrments) and interest are considered to be susceptible to accrual. All other reverlue

items are considered to be measurable and available only when cash is received by the

Utilities.

Expenditures generally are recorded whcn a liability is incurred" as under accrual

accounting" úo*"rro, principal and interest on long-term debt, clairns and judgments and

.oorp"oruied absences afe recogrrized as expenditures only when payment is due' as

applicable. proceeds ofgeneral long-term debt are reported as other financing sources' as

applicable.
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When an expenditure is incurred in governmental funds which can be paid using either

restricted or unrestricted ¡esources, the Utilities' policy is generally to first apply the

expenditure toward restricted fund balance and then to less-restrictive classifications -
committed, assigned and then unassigned fund balances.

Undsr terms of some grant agreements, the Utilities may fund certain qualiffing expenses by

a combination of spécific cost-reimbursement grants, categorical block glants and general

revenues. Thus, when qualifying expenses are incurred, there are both restricted and

unrestricted net assets available to finance the qualiffing expenses. It is the Utilities'

policy to first apply cost-reirnburssment gant resources to such qualiffing expsnses,

followed by categorical block grants and then by general revenues.

The proprietary funds of the Utilities apply al1 applicable GASB pronouncements, as well as

t¡e folowing pronouncernents issued on or before November 30, 1989, unless these

pronouncements conflict with or contradict GASB pronouncements: Financial Accounting

St*durd, Board Statements and Interpretations, Accounting Principles Board Opinions

and Accounting Research Bulletins of the Committee on Accounting Procedure.

proprietary funds distinguish operating revenues and expenses from non-operating itøns'

Operating revenues *ã 
"^p*ses 

generally result from providing services and producing

and delivering goods in connection with a proprietary fund's princþal ongoing operations.

The principaì ìperating revenues of the Utilities' Enterprise Funds are charges to

customers for sal¡es and services. The principal operating expenses for Enterprise Funds

include the cost of sales and services, administrative expenses, community service

donations and depreciation/amofüzation on capital assets. All revenues and expenses not

meeting this definition are røported as nonoperating revenues and expenses, including

rental income, customer p"rrulti"r, gas rate case settlement, miscellaneous income, intffest

income, gain (loss) on disposal of capital assets and interest expense'

The Utilities maintains its financial records on the accrual basis of accounting'

D. Assets. Liabilities and Net Assets

The following accounting policies are followed in preparing the financial statements:

Cash. of and Cash The cash balances of most of the

Utilities funds are pooled and invested.
appropriate fund. Investments on June

Interest earned on investments is allocated to the

30, 2Ol2 consist of non-negotiable certificates of
deposit which are stated at cost.

For purposes of the Statement of Cash Flows, all short-term investments that are highly

fquia jinctuding restricted cash) are considered to be cash equivalents. Cash equivalents

arà readily convertible to known amounts of cash and, at the day of purchase,have a

maturity date no longer than three months. Cash investments not meeting the definition

of cash equivalents at June 30,20L2 included all of the certificates of de'posit.
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Accounts Receivable - Accounts receivablo are recorded in the Entøprise Funds at the

time the service is billed. Accounts receivable represents money owed to the Utilities,

mainly for utility sales that were not paid to the Utilities as of June 30,2012"

and from

Funds -
between
interfund
between

During the course of its operations, the Utilities has rurmerous transactions

utilitl funds and the Utilities Board of Trustees has also approved some

loans between utility funds. To the extent certain transactions and the loans

funds had not been paid or received as of -Iune 30, 2012, balances of interfund

amognts receivable or payable have been recorded in the fund financial statements.

DuefromOtherGoverrments(RelatedPartv}-Duefromothergovernments(related
party) represents amounts due from the City of Roek Rapids for charges for sales and

services provided.

Due Other - Due from other govefiìments represents amounts due from

sales and services provided and for eligible costs that

Efficiency and Conserwation Bloek Grant andfJ.azard
other govemments for charges for

have been incurred for the EnergY

Mitigation Grant Program"

lnventor.y Inventories are valued at cost using the first-in/first-out method. Invcntories in
-tfr-Etrt".poise Funds oonsist of materials and supplies. Inventories are recorded as

expenses when consumed or sold rather than whon purchased.

Frepaid Expenses - Prepaid expenses represents insurance premiums and other expense

p"y*""1. th"t will beáefit a future fiscal year. Prepal'rnents aïe recorded as eRpeûses

when utilized rather than w-herr paid fbr.

Restricted Cash - Funds set aside for deposits held by the Utilities (customcr de.posits

r-r*-t"d f* application to unpaid cust*:mer accounts or for refund to ctlstomers) and per

Federal EPA requirements (depreciation reserves - provide cash for repair and

replaceirrent of equipment, including the eventual replacement of the entire wastewater

treatment plant).

Capital Assets - eapital assets, wHch inc.lude properT¡ utjlity system ipprorreqieÊt$,

u"hi"l"., equipment and intangibles are reported in the business type activities column in

the government-wide Statement of Net Assets and in the appropriate Enterprise Fund

column in the Proprietary Funds Statement of Net Assets. Capita| assets are recorded at

historical cost if purchásed or constructed" Donated capital assets are recorded at

estimated fair market value at the date of donation. The costs of normal maintenance and

repair not adding to the value of the asset or materially extending asset lives are not

crpi1alized. Reportable capital assots acquired prior to Juiy I , 2004 are defineri by the

Utilities as assets with initial, individual costs in excess of $500 and estimated useful lives

in excess of two years. Reportable capttal assets acquired after June 3A,2004 are defined

by the Utilities as assets with initial, individual costs in excess of the following thresholds

and have estimated useful lives in excess of two years'
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Asset Class Amount

Utility Plant
Equipment, Tools and Safety Devices

Intangibles

$10,000
$ 5,000
$20,000

Capital assets of the Utilities are depreciated/amortized using the straight line method over

the following estimated useful lives:

Estimated Useful Lives

Asset Class (In Years)

Utility Plant
Transportation EquiPment
OfFrce Equipment
Tools and Safety Devices
Communi cation EquiPment
Meter Testing EquiPment
Intangibles

state sales and use taxes, garbage and
reimbursements which will be remi

5 - 50 years

5 years

5 - 10 years

5 - 10 years

5 - 10 years

5 - 7 years

5 - 50 years

recycling collections, and payments for services and

tted to other governments and the City of Rock

Construction projects that have not been completed as of June 30, 2072 are reported as

"Construction Work in Progress" on the balance sheet'

- This represents

Rapids

Accrued Vacation/Como Pav - The Utilities' personnel policy provides full-time

employees with vacation PaY and one employee with comp time pay in varying amounts'

Vacation/comp time expenses for employees are charged to operations when earned by

the employee in the Goverrìment- Wide and Proprietary Funds financial statements. At

termination, an ernploYee 1S paid for accumulated vacation/comp time. The amount

recorded in the accounts for vacation/comp time pay aggregated $58,ó57 at June 30,2012

(computed based on rates of pay in effect at June 30, 2012). This liability has been

presented as a current liability in the financial statemsnts as this liability is expected to be

paid within ayear.

Accrued Leave Pav - The Utilities' personnel policy provides fuIl-time employees

with sick leave in varying amounts. Sick leave pay expenses for non-vested ønployees

are charged to operations when taken by the ernployee. Sick leave pay expenses for

vested employees ate charged to operations when eamed

Government-Wide and Proprietary Funds fi nancial statements.
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An employee who has been employed by the Utilities for over ten years, but less than

fifteen years, and terminates employment due to retirernent or death is entitled to 15% of
unused accumulated allowable sick leave benefits. An employee who has been employed

by the Utilities for over fifteen years and terminates employment for any reason, other

than dismissal, is entitled Io I5Yo of accumulated allowable sick leave. As of June 30,

2012, employees' vested sick leave benefits aggregated $33,448 (cornputed based on rates

of pay in effect at June 30, 2012). Aggregated vested sick leave benefìts (I5'/, of
accumulated allowable sick leave) are included in the accounts"

A summary of changes in accrued sickpayis as foiiows

Accrued Sick
Leave Pay

b 32,958
1,3 8fJ

890)
s 33,448

T¡is liabiiity is recorded rn the Government-Wide and Proprietary Fund financial

statements as a long-term liabìlity as thts liability is not expected to be payable within a
yeaf.

Uneamed Income - Announts received on customer accounts before beíng bilied are

recorded in the "uneamed income'' account Revenue is reported in the period in whjch it

is realized or tealizable and earned; therefore' when pa}rments on accounts are received in

advance of being earned, the amount applicable to future periods is defer-rect to future

periods. The amount unearned is considered a liability trecause it represents an obligation

to perforin a service in the fut$re arising fi'om a past transaction.

Fund Equity In the Gover¡mental Fund fi.nancial statement, fund baiance is classífied as

follo.,'its:

Restricted - Amounts restricted to specific purposts when constraints placed on ihe

use of the resources are either externally imposed by creditors, grantors or state or

federal laws ot imposed by law through constitutional provisions or enabling

legislation.

Net Assets: Restricted - In the Proprietary Fund financial statements, restricted net assets

are reported for amounts legally restricted by outside parties for use fot a specific puf,pose'

The amount of net assets restricted atJune 30,2OI2 is computed as follows:

Balance Beginning of Year
Increases
Decreases
Balance End of Year

(

Electrìc

Utility
Fund

Water

Udliry
Fund

Sewer

Utility-

Fund

Gas

Utility
Fund Toftl

Total Restncted Cash

De¡rosits Payable

Net Assets:
Restricted (Iune 30, 2012)

s 28,463
(28,463

7,705
('7 

"70s)

23,345
0

3r,725
(3r,72s)

9r,238
rc1"893)

0$
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The restricted net assets in the Sewer Utility Fund is for required depreciation reseryes per

Federal EPA requirements.

Net Assets Tnvested in Caoital and Invested in Caoital Assets. Net of Related Debt

The "fnvested in Capital Assets" is reported in the Government-Wide Statement of Net

Assets as $10,035,535 and the "lnvested in Capital Assets, Net of Related Debt" in the

Proprietary Funds Statement of Net Assets as $8,768,668. The S1,2ó6,867 difference is

due to the removal of the caPital related debt (debt attributable to the acquisition,

construction or improvement of capital assets) owed by the Sewer Utility to the Gas

Utility and Water Ùtitity to the Gas Utility. The effects of these intsrfund loans were

removed from the Govérnment-Wide Statement of Net Assets as only external debt is

reflected in that financial statement.

E. Budsets and Budgetarv Accounting

The budgetary comparison and related disclosures are rqlorted as Required Supplønentary

Information. The h.ock Rapids Municþal Utilities is budgeted as a pan of the City of Rock

Rapids. Disbursements during the fiscal year ended June 30, 2012 did not exceed the final

amìnded budget amount for the Rock Rapids Municipal Utilities in the business type

activities funcíion; however, disbursements in the business type activities function for the

Rock Rapids Municipal Utilities did exceed the original budgeted amount as part of the

City of Rock Rapids; adopted budget before the final amended budget '$ias approved on

May 30, 2012. fhe budgètary comparison is prepared by making memorandum adjusting

entries to the accrual basis f,rnancial records to convert the records to the cash basis (the

basis upon which the adopted budget is prepared)'

(2) Cash and Investments

The Utilities. deposits in banks at June 30, 2012 were entirely covered by federai depository

insurance or bythe State Sinking Fund in accordance with Chapter 12C of the Code of lowa.

This chapter provides for additiónal assessments against the depositories to insure there will

be no loss of public funds.

The Utilities is authonzedby statute and its written investment policy to invest public funds in

obligations of the United States government, its agencies and instrumentalities; certificates of
aeposit or other evidences of deposit at federally insured de,pository institutions approved by

the Utilities Board; prime eligible bankers acceptances; certain high rated commsrcial paper;

perfected repurchase agreernents; certain registered open-end managernent investment

companies; and certain joint investment trusts'

The Utilities had no investments meeting the disclosure requirernents of Governmental

Accounting Standards Board Statement No 3, as amended by Staternent No. 40.

Board Designated Ressrves - The Utilities Board has designated money to be set aside in
pr"p""t"ty F""d" as reserves for economic development, depreciation, and the Lewis & Clark

project. The money designated for these purposes is included in the unrestricted (current

urrétr¡ cash balances as of June 30,2072 as there is no legal responsibility that these amounts

39



be used for these purposes. The amount of the Board designated reserves in Proprietary Funds

on June 30,2012 is as follows

Economic
Development

Reserves

Depreciation
Reserves

Lewis & Clark
Project Sinking
Fund Reserve Total

Electric Utílity Fund
'Water Utility Fund
Gas Utility Fund

Total

$ 1,088
0

1,793

s 60,000
89,592

0

0

46,547
0

$ 61,088
136,133

1,193

$

$ I $ 149 $ 1 $198 414

(3) Due from and Due to Other Utility Funds/Advance to and Advance from Other Ufifity Funds

On January 27, ZOO6,the Gas Utility Fund loaned $400,000 to the Water Utiiity Fund to assist

with the oayment of Lewis & Clark project mønbership costs. The loan carries a 4"4205
'''-_- ---- r'

annual percântage interest rate, annual payments are scheduled at S35,409 and final maturity

date is January ll. ZOZZ" During the fiscai year ended June 30, 2012, the Water Utility Fund

paid the Gas Utility Fund S22,Oo4 in principal and S13,405 in interest on this ioan" The June

30,2012 balance on this loan was 9281,221'

A summary of the annual principal and interest requirements on this loan to maturity by year

is as follows:

Year Ending
June 30, Principal lnterest Total

2013
2014
2015
201ó
20r7

2018-2022

Total

s 22.943
23,992
)5 0'5?
¿¿1ved

26,159
)7 )q4

155,781

12,466
ï 1,4T7

10,357
9,250
8,11 5

2r,262

35,409
35,409
35,4Ð9
35,449
35,409

r77.043

g 281,221 12,867 354,088

ûÍi March zg,zta7,lheGas Urilityfinldfuaned an additionai 939W57'to th€ Watcr Utility

Fund to assist with the payment of additional Lewis & Clark project membership costs" The

loan carries a 4.4205 annual percentage interest rate, annual payments are scheduled at

$34,548 and frnal maturity date is March 28,2023. During the fiscal year ended June 30"

Z¡l2,the Water Utility Fund paid the Gas Utility Fund $20,524 tnpincipal and 9!4,024 tn

interest on this loan. The June 30, 2}I}balanse on this loan was 5295,875'

40



A summary of the annual principal and interest requirernents on this loan to maturity by year

is as follows:

Year Ending
June 30, Principal lnterest Total

2013
2014
2015
2076
20t7

2018-2022
2023

s 21,469
22,418
23,409
24,4L6
25,523

145,554
33,086

13,079
12,130
ll,l39
10,132
9,025

27,787
1,462

34,548
34,548
34,548
34,548
34,548

172,74r
34.548

Total 5 295,875 84,754 380,029

On April 7,2072, the Gas Utility Fund loaned an additional $625,000 to the Water Utility
Fund to assist with the payment of the gravity filter rehabilitation project costs. The loan

carries a 4.33 annual percentage interest rate, annual payments are scheduled at 547,353 and

final maturity date is April 7,2032. No payment was made of this loan during the fiscal year

ended June 30, 2012. The June 30,20I2ba1ance on this loan was 5625,000.

A summary of the annual principal and interest requirernents on this loan to maturity by year

is as follows:

Principal Interest Totai

2013
2014
2015
2076
2017

2018-2022
2023-2027
2028-2032

Total
$ 625,000 322,054 947,054

On March 27,2116,the Gas Utility Fund loaned $150,000 to the Sewer Utility Fund for utility
plant capital asset costs. The loan carries a 4.77 54 annual percentage interest rate, monthly

puyt"""tr are scheduled at $1,575 and final maturity date is March 27,20t6. During the

fiscal year ended June 30, 2072, the Sewer Utility Fund paid the Gas Utility Fund $15,396 in

principal and $3,50 4 in interest on this loan. The June 30, 2072 balance on this loan was

s64,777.

Year Ending
June 30,

$ 20,290
21,169
22,085
22,975
24,037

136,665
r68,942
208,837

27,063
26,184
25,268
24,378
23,316

100,098
67,821
27,926

47,353
47,353
47,353
47,353
47,353

236,763
236,763
236,763
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A summary of the a¡nual principal and interest requirements on this loan to maturity by year

is as follows

Year Ending
June 30, Principal Interest Total

2013
2014
2015
2016

Total

$ 16,157
16,946
r7,773
13,895

2,743
1,954
T,T21

280

18,900
18,900
18,900
14.17s

s 64.7i1 ó,104 10,875

,Ihe balances in the ,.Due From and Due io other utility Funds" and ''Advance To and

Advance From other Utilit-y Funds" are t'or the aforsmentioned loans behveerr funds a:rd

accnred interest on these loans as follows:

Payable Receivable

Assets/Liabilities
Due From/To:

Loan (Current Portion)
Accrued Interest on Loans

Total Due From/To
Advance To/From:

Loan (Noncurrent Porlion)

Total

Water Utili Sewer Utili Gas Uiili

$( 64,7A2) ( 16,157) 80,859

15 15

( 8û,062) ( 16,157) 96,219

186,008(1 t37,394) { 48,614) [,

$( 7,2r'7 ,456) i 64, 92"22717 rJ 1,2

(4) Notes Receivable - Rock Rapids Development corporation

On September 28,2009, the Rock Rapids

Fund tc the Rock Rapids Development
approximately 28 acres of real estate in R
promissory dra-w note loan eams interest

paid annually with interest computed ihrouglr Decernber -1lut of each year) and is secured by a

real estate -orrg-ge on ihe 28 acres of rcal est¿te purehased through the aforementioned loan

f¿nds.

T Corporation is to pay all principal
later than thirty days after written d
Utilities, provided, however, that

later than twentY Ye 28,

sale of any part or thc

that percentage of eds

from the sale which are equivalent to the percentage of acres sold from the origrnal 28 acres

purchased ftom the proceeds of this loan. If the Rock Rapids Development Corporation sells

aII Zg acres, the Roci Rapids Development corporation shall repay the Rock Rapids Municipal
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Utilities all unpaid principal and interest no later than thirty days after final closing on such

sale.

(5) Notes ReceiYable - Rock Rapids Businesses

on June zg,20ll, the Rock Rapids Municþal Utilities loaned $75,000 from the Gas Fund to the

Rock Rapids Development Corporation to be used toward the purchase of a 5 acre parcel of

real estate. This promissory draw note loan earns interest at atate of 3.l%o per annum (accrued

interest is to be iaid annuhty wittr interest computed through June 30th of each year) and is

secured by a real estate mortgage on the 5 acre parcel of real estate noted above.

This promissory note shall be for a period of ten years with interest only payable annually' The

Rock Rapids Development Corporation shall have the right to make additional principal

payments at anytime. However, upon the sale, gift, or transfer in any way of any part of all of

the five asres, the Rock Rapids Development Corporation shall be required to pay to the Rock

Rapids Municipal Utilities $15,000 p"r u"r" transferred. The Rock Rapids Development

Coþoration snau pay this amount to tñe Rock Rapids Municipal utilities no later than 30 days

after any transfer of real estate.

ln July 2o7l,the Rock Rapids Development Corporation sold approximately 1.717 acres of the 5

acres parcel of real estate. Based orlan amendment to the agreernent between the utilities and

the Rock Rapids Development Corporation, the Utilities allowed the 525,751 in proceeds from

the land sold to be paid in instalknãnts and the Rock Rapids Development corporation agreed

tanding loan balance, and paid the Utilities 511,447

, the Utilities received $11 ,447 Lî princþal with the

o be repaid as follows: 5ó,000 by June 30,2013,

$6,000 by June 30,2014 and $2,304 by June 30, 2015'

During fiscal year ended June 30, 20l2,the $140,000 note receivable generated s3,500 in interest

income for the Gas utility Fund and the $75,000 note receivable generated $2,156 in interest

income for the Gas utility Fund. on June 30,2012, the balance on the notes receivable from

the Rock Rapids Development Corporation totaled $203,553 (S140,000 and $63,553,

respectively) with $6,000 tèing reporteã as a "Current Asset" and $197,553 being reported as

an "Other Asset" in the Gas Utilrty Fund'

In July Z0lI, the Utilities complied with all the requirements under the Rural Economic

Development Grant Agreernent Program in order to be awarded a grant in the amount of

$300,000 to assist in the establishing of a Revolving Loan Fund.

The utilities loaned from the Revolving Loan Fund $360,000 ($60,000 was loaned in November

2010 and s300,000 was l0aned ñ Joly 2011) to the Rock Rapids community Affairs

Corporation (..CAC") at a 0%o interest rate. ln August 2017,the CAC sold the commercial spec

building to a businessman and subsequently assigned the contract and the collateral of the real

estate to the utilities. payment on the note is based on a0o/o interest rate (as awarded by the

Revolving Loan Fund prógram) with $3,000/month in principal, due until the loan is paid in

tulI.
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During fiscal year 201112012, the Utilities received 30,000 in principal payments. As of June 30,

2012, the outstanding note receivable balance was $330,000. The amount due in fiscal year

201212013 of $36,000 is being reported as a "Current Asset" and the rernaining amount of
$294,000 is being reported as an "Other Asset" in the Revolving Loan Fund'

(6) Note Receivable -Housing I)evelopment Incentive Program

In April Z}l},the Rock Rapids Municipal Utilities Board of Trustees approved the establishrnent

of a "Housing Development Incentive Program." Thís program provides for forgivable loans

in the *ounì of $5,000 per platted residential lot with the program available to developers of a

minimum of six lots with infrastructure (including street, storm sewer, water main, etc.)' The

terms of the forgivable loans are that interest is to be paid annually at the established interest

rate, the Utilities will receive a second mortgage to the developer's primary lender and, if there

is a balance due after 15 years from the date of the loan, the remaining balance and arry accrued

interest will become due immediately. The loans will be forgiven in the amount of 55'000 per

r^+ .-.r*o- :lot is scld, the deed to the purchaser is recorded and accrued interest is paid up totrJL wlrgrr d

the date of the recording of the deed. 
'When l5o/o of thLe approved lots are sold and deeds are

filed/recorded, accrued interest becomes due and once paid, the remaining loan balance will be

forgiven.

In May 2112,the Utilities loaned a company $ó5,000 as a forgivable loan under this program for

the development of a subdivision with 13 residential lots. The loan carries a 4Yo intetest rate

with intereìt due a¡nually. This loan may be forgiven in whole or in part if the requirernents of
the program are satisfied. Any remaining balance of the note receivable will be due on May 21,

2027. None of the note balance was forgiven and no payments were made on the balance

during fiscal year20Ill2}l2" As of June 30,2012, all $ó5,000 of this note receivable is

deemed noncurrent and reported as an "Other Asset" w1th529,717 in the Electric Utility Fund,

$5,567 in the Water utility Fund and fi29,716 in the Gas utility Fund

(71 Capital Assets

Capital assets activþ for the fiscal year ended June 30, 2012 was as follows:

Balance
Beginning

of Year úrcreãSes DecreâSês

Balance
End

of Ye¿ir

Business Type Activities:
Capital Assets Not Being Dqrreciated/Amortized :

Land
Construction Work in Progress

Total Capital Assets Not Being Depreciated/Amortized

s 179,087
766,37r

0

1,387,400 (482,99
0
1)

\79,0F
r,674,7
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Capital Assets Being Depreciate dl Amortizedl.

Utility Plant
Transportation Equipmørt
Office Equipment
Tools and Safety Devices
Communication Equipment
Meter Testing Equipment
Intangibles

To tal C apltal A s s ets B eing D epreci ate dl Arnof üzed

Less Accumulated Depreci ation/Amortization For :

Utility Plant
Transportation Equipment
Office Equipment
Tools and Safety Devices
Communication EquiPment
Meter Testing EquiPment
Intangibles

Total Accumulated Depreciation/Amortization

1.430 1,616,228 8 r7,559,25

15,291,508
280,799

39,782
275,376

8,077
27,903
34.045

496,002
66,637

0
0
0
0

1.053.589

0

0

0

(8,400)
0

0

0

15,787,511

347,43t
39,78"

266,91t
8,07'

21,90:'

r.087,63,

15,95

349,047
24,784

2,524
15,667

0
0

22,613
8,967,361 4r4,629 (8

Total Capital Assets Being DepreciatedlLmortízed, Net 069 1,201,599

Business T¡pe Capital Assets, Net $7,929,527 2,5 88,999

Depreciati on/amortization expense was charged to the different tltilities as follows

( ,400)

9,451,708
216,888

28,233
231,482

9,079
21,903

9,078

0

0

0
(8,400)

0

0

0

8,800,74
247,67

30,74
238,74

8,07
2r,90
31,69

4oo) e,373,59

0 8,185,66

482,991 10,035,53

Business Type Activities:
Electric Utility
Water Utility
Sewer Utility
Gas Utility

Total Depreciation/Amorti zation Expense -
Business TyPe Activities

Clark

on June 27,2oo2, the Rock Rapids Municþal Utilities entered into an agreernent with the Lewis

and Clark Regional Water System, Inc. to become a member in Lewis & Clark Regional Water

System, Inc. on December 22,2005, the Rock Rapids Municipal Utilities entered into an

amended and restated commitment agreernent with the Lewis & Clark Regional Water System,

Inc. ln the amended and restated iommitment agreernent, the Utilities agreed to pay the

Utilities' allocated construction percentage of the base systøn costs (examples: administrative,

overhead, engineering, financing, debt service, legal costs and fees), related

membership/lobbying fães and to diiectly pay for design and construction of service lines plus

any other member sPecific costs.

s 237,741
1o4,935
40,535
37,418

s 474,629
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In October z}ll,the Utilities began to receive water through the Lewis and Clark system as the

construction of the distribution system was substantially done and water was available through

thc systcm. As of Jun e 30, 2O72, the Utilities reclassified the me,rnbership costs from an o'Other

Asset" to a "Capital Asset" by capitalizing an "intangible asset" of $1,053,589, which

re,presents the total amount paid toward the cost of membership, which includes base system

costs and related mernbership/lobbying fees. The "intangible assef is being arnoriized over 50

years which represents the length of timo the distribution system is guaranteed to be available to

its members. Since the inception of the agreement, the Utiiities also paid $5ó,398 for design

and construction of service lines plus other member specific fees. As of June 30, 2012, these

costs have been removed from '"construction work in progress" and placed in the "utility plant'"

If the Rock Rapids Municrpal Utiiities would withriraw frorn mern.bership in Lewis & Ciark

Regional Water System, lnc., the Utiliiies would forfeit all amounts paid to Lewis & Clalk

Regional Water System, inc", whether in the forrn of mernbership fees, construction paytnenÈs

or amounts ptaced or on deposit in the Mainienance and Repair Fr:nd, the Capital lfrrp-rovemtnt

Fund or the Operating Reserve Fund.

The Rock Rapids Municipal Utilities agrees to purchase a mimmum of i37,500 gallons of
potable, trea'.ed water pir Cay, {rß a-{erage. each m+nih at tlie -wat-er rates and charges set b',v

Lewis & Clark Regional Water Systern, lnc.

(S) Due to Other Governments/Due to Other Governments * Related Party

The Utilities purchases serviees from other govertunental units, pays requlred fees to regulatory

entities, remits sales and use tax to the Staie of fowa, rerrnburses the City of Rock Rapids for

expenses/pro ject cc¡sts" and remits garbage and recycling collections io the Ciry of Rock Rapids'

A summary of amounts due to olher governmenis follorvs,

Fund Descnptton ,\mount

Elestric Utility

Water Utility

Sewer Utility

Gas Utiiity

Fees, State Sales and Use Ta;t s 8,802

Fees" State Sales and ijse Tax

State Saies and Use Tax

Fees" State Sales and Use Tax

i,790

¿+\)

4621

s 12.294Totai
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A summary of amounts due to other governments-relatedparty (City of Rock Rapids) follows

Fund Description Amount

Electric Utility

V/ater Utility

Sewer Utility

Gas Utility

Expense Reimbursernent

Expense/ Project Costs
Reimbursements

Expense Reimbursement

Garbage/Recycling Collections and

Expense Reimbursement

$ 1s8

9,387

18,698

45

Total $ 28,288

(9) Rural Economic Development, EECB and llazard Mitigation Grants/ Free Community

Service (Related Party) - "Special Items"

During the fiscal year ended June 30, 2072,the Rock Rapids Municipal Utilities recognized

$¡OO,OOO USDA-Rural Economic Development Grant revenue, which along with a $60,000

matching contribution from the Gas Utility, was used to help in establishing the Utilities

Revolving Loan Fund. The Utilities and the City of Rock Rapids have been approved for a

$105,579 Energy Efficiency and Conssrvation Block (EECB) Grant from the U.S' Department

of Energy lpassea through the Iowa offices of Energy Independence) for the purpose of
replacing sùeet lighting in Rock Rapids (Retrofìt Street Lighting Project). For the year ended

June 30, z1lz,ttre Utitities is reporting EECB Grant income of $65,219 ($5,293 reported as

part of "Due From Other Governments. See Note (14) "Commitments" for detail of the

iemaining amount to be recognized as revenue and matching funds to be contributed from the

Utilities and the City.

The Utilities is reporting the Sl43,7lg in costs incurred for the Retrofit Street Lighting Project as

..free community service (related party)" undsr the prernise the replacing of the street lighting is

a benefit to the City of Rock RaPids.

The Rock Rapids Municipal Utilities has been awarded aHazard Mitigation Grant from the U.S'

Departmentof Homeland Security (passed through the Iowa Department of Public Defense:

Iowa Homeland Security and Emergency Managernent Division). The grant is to help offset up

ro Blyo of the costs incurred by the Utilities for the 69 KV Line improvsment project. For the

fiscal year ended June 30, 2012, the Utilities is reportinglÍrazard Mitigation Grant income of
$380,720 (5345,934 reported as part of "Due From Other Governments").

(10) Major Customer

Lyon and Sioux Rural Watsr System, Inc. is amqor customer of the Water Utility. 'Water 
sales

io Lyon and Sioux Rural Water System, Inc., amounted to 5245,754 ot 45.7o/o of the total

operating water revenues for the fiscal year ended June 30, 2072.
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(11) Pension and Retirement BenelÌts

The Rock Rapids Municþal utilities contributes to the lowa Public Employees Retir"emer''t

System (IPERS), which is a cost-sharing

administered by the State of Iowa' IPERS

established by state statute to plan memb

available financial report that includes financial statements and required supplernentary

infonnation. The report may be obtained by writing to IPERS, P'O' Box 9ll7 ' Des Moines'

lowa, 50306-9117.

Most reguiar pian members are required to <;ontribute 5.38% of their annr:al ccvcred salary and

the Municipal utiiities is required to contribute 8.07v; of covered salary' contribution

requirements are established by state statute. The utilities' eontnbutions to IPERS for the years

ended June 30, 2012,201 I anã 2010 were $43,859, 538,4i0 and $35"491, respectively, equal to

the required contributions for each year'

(12) Risk Management

The Rock Rapids Municipal utilities is exposed to various risks of loss related to torts; theft,

damage to and destruction of assets; .rroi* and omissions; injuries to employees; and natural

disasters. These risks me covsred by the p'rchase of commercial insurance" The utilities

assumes liability for any deductibles and claims in excess of coverage limitations" settled

claims from these risks have not exceeded commercial insurance covorage in any of the past

three f,rscal Years'

(13) Employee llealth Insurance Coverage

The Rock Rapids Municþal utilities proviclecl g'oup health insurance covefage for eügible

empioyees through the Sanford HeatthÞtan during the frscal year ended June 3Û, 2012" During

the fiscal year ended June 30, 20l2,the deductible for family caverage was 52,000 while the

deductible for individual coverage was $1,000" The utilities agreed to pay up tc a rnaximurn of

50%;o ofthe deductible incuu"ity the employee ($1,000 for fam'ily coverage and $500 for

individud coverage) and 100% of ihe cost of insurance premiurns for single coverage and \Ðok

of the additional insurance premiums for dependents. 'rhe utilities expense for health insurance

premiums À¿ *v deduclible paidis acõounteclfor the approprtate utility frmd'

(14) Commitments

In September 20i0, the 1 plus $43'135 in

change orders) for sub 45'lO7 have been

incurred by the Electri rernaining tlfl the

contract at June 30,2012 will be paid as work

48



The Utilities and the City have been approved for a 9705,579 Flnergy Efficiency and

Conservation Block Grant for the pulpose of replacing street lighting in Rock Rapids (Retrofit

Street Lighting Project). The Utilities and the City must match the $105,579 grant' The

Utilities has committed to match $103,579 from the Electric Fund (891,921 in cash and

$11,658 in the forrn of in-kind labor contributions to the project). Additionally, the City of

Rock Rapids will provide in-kind labor contributions to the project of $2,000' As of June 30,

2072, ttre Utitities has incurred reimbursable costs of $78,369 (573,076 received as of June 30,

2072), as well as provided $88,350 of matching funds towards the project. As of June 30,

2072:,, the remaining amount to be received from the grant is 527,2L0, wíth 517,229 of Ihe

matching funds to be contributed from the Utilities and the City (see subsequent events note)'

(15) Subsequent Events

Irr November 2012, the Board approved a contract lor 5532J93 for the DoUtAvenue service

connection project (original contract of$539,074 less change orders to decrease the contract by

$6,281). payments from the Water Utility Fund for work in progress through the date of the

audit report total 5502,097. Additionally, ir December 2012, the Utilities entered into an

agreement related to this project with Lyon & Sioux Rural Water System, Inc. Under the

agreement, Lyon & Siour Rural Water will reimburse the Utilities for 49%o of the projects

construction óosts; $ 150,000 paid to the Utilities by December 3 1, 20L2 and the remainder due

by December 3 1 , 2OI3 , with interest accruing as of January | , 2013 aI 4.42%o interest rate.

In Septemb er 2012, the Utilities received final palment from the Energy Efficiency and

Conservation Block Grant. After the frscal year ended June 30, 2012, the Utilities received

Sz0,g0z (includes receivable as of June 30, 2012 of 55,292.84). The total revenue received

from the grant amounted to $93,878, due to the final project costs being less than budgeted'

(lQ Estimates

The preparation of financial statements in conformity with generally accepted accounting

prirrcipies requires management to make estimates and assumptions that affect the amounts

i"portèa in the financial statements and accompanyrng notes. Actual results may differ from

those estimates.
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Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Required Supplementary Information
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Rock Rapids MuniciPal Utilities
A Component Unit of the City of Rock Rapids

Budgetary Comparison Schedule of
Receipts, Disbursements and Changes in Balances -

Budget and Actual (Cash Basis) -

Governmental Fund and Proprietary Funds

Requi red Supplementary Information

For the Fiscal Year Ended June 30' 2012

Governmental
Fund

Actual

Proprietary
Funds
Actual

Total
Actual Original Final

Final to

Actual
Variance

Budgeted Amounts

Receipts:
Use of Money and Properly
lntergovernmental
Charges fo¡ Service:

Electric Utility
Water Utiìity
Sewer Utility
Gas Utility

Miscellaneous
Total Receipts

Disbursements:
Business Type Activities:

Revolving Loans to Businesses

Electric Utility
Warer Utility
Sewer Utjlity
Gas Utility

Total Disbursements (Business

Type Activities)

Excess (Deficiency) of Receipts
Over (Under) Disbursements

Other Financing Sources

Cash and Certificates ofDeposit
(Unrestricted and Restricted) -
Balances Beginning of Year

Cash and Certificates of Deposit
(Unrestricted and Restricted) -
Balances End ofYear

329,499 3.962,555 4,292,054 4.361.423

0

0
$ 0

300,000
l0 1 ,080
96,862

I 0l ,080
396,862

0

3 87,000

2,1 88,r60
508,390
243,000

I,421,873
0

101,080
9,862

(t24,986)
7,8 65

(s,7 47)
(489,581)

45,1 38

0

0

0

0

29,499

2,063,t74
516,255
237,253

932,292
15,639

2,063,174
516,255
237,253
932,292

45, I 38

2,1 8 8,1 60

508,390
243,000

1 ,421,873
0

4,148 (4s6.369\

,000
0

0

0

0

300 0

2,666,635
1 ,08 1 ,109

224,2J3
980,839

300,000
2,666,63s
t,081,109

224,233
980,839

0

2,087,188
507,51 I

242,740
1.294,402

360,000
2,731,788
1,132,51 I

242,140
1,294,402

60,000

7l ,l5l
5t,402
18,507

I I 3,563

300,000 4,952,816 5,252,816 4,132,441 5,761 ,441 514,625

29,499 (990,261)

750

(e60,762)

750

228,982 (r ,019,01 8) 58,256

7500 0 0

Excess (Deficiency) ofReceipts and Other
Financing Sources Over (Under)
Disbursements

$ 30,000

29,499 (989,5rl) (960,012) 228,e82 (r,019,018) 59,006

501 s.r0'7.929 5.108,430 s.462.0t6 5,462,0t6 ß.53.586)

4.1 18.4i8 4,148,418 5.690,998 4,442,998 1294.580)

See Accompanying fndependent Auditor's Report.
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Rock Rapids MuniciPal Utilities
A Component Unit of the City of Rock Rapids

Budgetary Comparison Schedule - Budget to GAAP Reconciliation

Required Supplementary Information

For the Fiscal Year Ended June 30' 2012

Governmental Fund
Special Revenue

Modified
Accrual

Basis

s 329,499 (29,499)

(300,000)

300,000 3,962,555

300,000 0 4,952,816

Funds
Enterprise

Cash

Basis

29,499

501

$ 30,000

Accrual
Adiustments

270,50r

s9.499

330,000

Accrual
Basis

4,279,360

Cash

Basis

Receipts/Revenues/Special ltems

Disbursements/Expenses/Special Items

Net

Other Financing Sources

Beginning Fund Balances/ìlet Assetb

Ending Fund BalancesÆ{et Assets

0 0

(1.100,165) 3,852,651

300,000 (990,261) r,416,970 426,709

'150 (750)

60,000 s l0'7,929 9,306,534 14,414,463

360,000 4,118,418 10,722J54

-

t4,841,172

00

See Accompanying Independent Auditor's Report.
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Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Notes to Required Supplementary Information - Budgetary Reporting

For the Fiscal Year Ended June 30,2012

The budgetary comparison is presented as Required Supplementary Information in
accordance with Government Accounting Standards Board Statement No' 4l for

governments with signif,rcant budgetary perspective differences resulting from not being

able to present budgetary comparisons for the major special Revenue Fund and each major

Enterprise Fund.

In accordance with the Code of Iowa, the Utilities Board of Trustees annually approves a

budget on the cash basis of accounting. The Utilities Board of Trustees submits the

approved budget to the Rock Rapids City Council. The cash basis budget is adopted by the

Rock Rapids City Council following req'uired public notice and hearing for all funds. The

budget is included in the City of Rock Rapids budget. The arurual budget may be amended

during tlne year utllízíng similar statutorily prescribed procedures. Encumbrances and

accruals are not recognzed on the cash basis budget and appropriations lapse at year end.

The Utilities budgeted all its receipts under the "intergovernmental" and "charges for

servico" classifications. Actual receipts primarily came from the "intergovernmental" and

"charges for service" classification; however, the Utilities did also have some receipts

come from the "use of money and property'' and "miscellaneous" receipts classifications.

Formal and legal budgetary control is based upon nine major classes of disbursements,

known as functions, not by fund. These nine functions are: public safety, public works,

health and social services, culture and recreation, community and economic development,

general government, debt service, capital projects and business type activities. Function

disbursements required to be budgeted include disbursements for the Utilities - Special

Revenue Fund and the Enterprise Funds. All Utility disbursements are included in the

"business type/enterprises activities" function classification on the City's adopted budget.

Although the budget document presents function disbursements by fund, the legal level of
control is at the aggregated function level, not by fund. During the fiscal year, one budget

amendment increased budgeted receipts by $387,000 and budgeted disbursements by

$1,635,000 for the Rock Rapids Municipal Utilities. This budget amendment is reflected

in the final budgeted amounts.

During the fiscal year ended June 30, 2072, disbursements in the business tlpe/enterprises

activities function exceeded the amount of the original adopted budget before the amended

budget was approved by the City Council on May 30,2072.
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Rock RaPids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

SupPlementarY Information
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Schedule 1

Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Electric Utility Fund

Comparative Statements of Net Assets

June

2012 2017

Amount of
Chance

Percentage
of Chanse

Àssets

Current Assets:

Cash

Cerlificates of Deposit

Accounts Receivable

Due From Other Govemments (Related Pary)
Due From Other Governmenis

interest Receivable

Flex Spendìng Receivable

Inventory
Prepaid Erpenses

Total Current Assets

Restricted Cash:
Custonlel Deposits

Capital Assetsl

Land
Uriliry PlaTrt
'Iransportati on Eq ur pnrent

Offiee Equiprnent

Tools and Safety f)evices

Communrcation Eq uipnrent

Metel Testing Equipnient
lntarrgibles

Total Caprtal Assets (Before S/.LP)

Less: Accumulated Depreciation/Amortizalìott
Capital Assets - Net (Before W.LP)

Construction Work in Progress

Net Capital Assets

Other Assets:
Note Receivable - Housing l)evelopme.nt

Incentìve Program

I,659,573 1,762,444

$ 184,349

875,000

1 30,8s0
4.354

355,408

3,891

3,628

73,156
28.937

5 r 8.856

1,030,000

122,175

4,978
6,623
5,782

0

48,31 1

25,t l9

(-134,507)

( 155,000)
8,07s
(624)

348,18s
(i,89r)
3,628

24,845
3,8t8

(64%\
(1s%)

7D/o

(13%)

5266Yo

(33o/o)

N/A
5t%
ts%

( 102,871) (6%)

28,463 22"351 6,r06 Lt /i

46,913
8, t 57,889

r78,t05
24.958

126,252
7 .011

16.235

I t,990

46,913

8,025,757

I I 1,468

)4,958
129,052

7,0'71

1 6,23 5

I I,990

0

132,132
66,631

0

(2,8001

0

0

0

j%o

L /II

60%
Otr/n

(2%)

0%

0o/o

o%

8"373,444
(4,609,364)

195,969
(228"941\

2Vo

s%

1,73t,r08
885,ról

3,764,080

422.290

(32,e'72)

462.87 |

(1%J

i 107ô

4,616,269 4,186,370 429.899 rc%

29,717 711 Ì.1/A

6,334,022Total Assets
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Schedule I (Continued)

Rock RaPids MuniciPal Utilities'

A Component Unit of the City of Rock Rapids

Electric UtilitY Fund

Comparative Statements of Net Assets

June 30,

2072 2017

Amount of
Chanse

Percentage
of Chanse

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable

Due To Other Governments (Related Party)

Due To Other Governments

Con structi on Contracts PaYabl e

Accrued Vacation/ComP Time PaY

Accrued Payroll & Payroll Liabilities
Flex Spending Payable

Uneamed Income

Total Current Liabilities
(Payable From Current Assets)

Liabilities Payable From Restricted Cash:

Customer Deposits

Long-Term LiabilitYr
Acc¡ued Sick Leave PaY

Total Liabilities

Net Assets
lnvested in Capitaì Assets

Unrestricted

Total Net Assets

4,616,269 4,I 86,370

49,501

r58
8,802

28,67 5

21,408
6,623

0

0

18,015

166

6,842
50,794
19,043

5,933
1,203

530

31,486
(8)

1,960
(22,119)

2,365
690

(1,203)
(530)

115%
(s%)

29%
(44%)

l2%
12%

(r00%)
fi 00%)

115,167

28,463

102,526

22,357

12,641 t2%

12,1t7 I I,938

6,106

179

27%

10/I /O

155,747 136,821 18,926 14%

1,562.006 1,647,980

429,899

(85.974)

10%

(s%:)

s6, 178,275 5,834,350 343,925 6%

See Accompanyin g In dependent Auditor's Report.
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Schedulq2

Rock RaPids MuniciPal Utilities'
A ComponentUnit of the City of Rock Rapids

Electric UtilitY Fund

Comparative Statements of Net Assets

June 30,

2012 20r0
Amount of

Chanse

Assets
Current Assets:

Cash

Certificates of DePosit

Accounts Receivable

Due From Other Govemments (Related Patty)

Due Fror¡ OÏher Govenrments

Interest Receivable

Flex Spending Receivable

Inventory
Prepaid Expenses

Total Current Assets

Restricted Cash:

Customer DePosits

Capital Assets:

Land
Utility Plant

Tran sportation Eq uiPment

Office Equipment

Tools and SafetY Devices

Communication Eq uìPment

Meter Testing EquiPmettt

lntangibles
Total C.apital Assets (Before W.l'P)
Less: Accurnulated Depreciation/Amortization

Capital Assets - Net (Before W"I.P)

Construction Vy'ork rn Ptogress

Net CaPital Assets

Other Assets:

Note Receivable - Housing Development

lncentive Program

s 184,349

875,000

130,850

4,354
3 55,408

3,891

3,628
73,156
28,937

355,857

1,305,000

726,356
I r,784
5,257

6.2.84

0

47,353

24,902

( 171 ,s08)
(430,000)

4,494

Q,$A)
350,1 5 1

(2,393)
3,628

25,803

4,035

{.48%\
(33%)

4Vo

(63%)

6661%
(38%)

N/A
s4%
l6Yo

t,659 82.193.573 1.8 (l2Yo\

28,463 17,691 10,712 6lo/o

46,913

8, I 57,889

178, I 05

24.9s8
126,2s)

7,071
16,235

i r,990

46,913

7,917,388
1 l 1,4ó8

?-4"958

t29,O52
7,O7 t

16,235

t1,990

0

240,501

66,631
0

(2,800)

0

0

0

0%
3o/t

600/o

00

(2%)
Oo/o

0n.1o

AVo

8,s69,413 8,265,475
(4"392,355)s)

4ø^

7OD/o

3,73 r , 108

885. I 6l
3"8-72,720

8.940
{t41,612)
876,221

(4%)

980IVo

4,6 t6,269 3,88 1,66A 134.609 l9Y"

29 717 0 29,'71"7 N/A

Total Assets
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Schedule 2 lContinued)

Rock RaPids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

Electric UtilitY Fund

Comparative Statements of Net Assets

June 30

2012 201 0

Amount of
Change

Percentage
of Change

Liabilities
Current Liabilities (Payable From Current Assets)

Accounts Payable

Due To Other Governments (Related Party)

Due To Other Governments

Con struction Contracts PaYabl e

Accrued Vacation/Comp Time PaY

Accrued Compensated Absences PaY

Accrued Payroll & Payroll Ljabilities
Flex Spending Payable

Unearned Income
Total Current Liabilities

(Payable From Current Assets)

Liabilities Payable From Restricted Cash

Customer Deposits

Long-Term Liability:
Accrued Sick Leave PaY

Total Liabilities

Net Assets
Invested in Capìtal Assets

Un¡estricted

Total Net Assets 178.275 5,704,710 473,565

49,501
158

8,802
28,675
21,408

0

6,623
0

0

21,561
168

5,249
0

0

26,764

3,926
r,928

147

27,940
(l 0)

3,553
28,615
21,408

(26,764)

2,697
(1,928)

(147)

130%
(6%)

68%
N/A
N/A

(100%)

69%
(100%)
(100%)

ll5,l6-7 59,743

28,463 17,69r

55,424 93%

l2,l17 0

10,772

12,t17

6t%

N/A

15s,747 77,434 78,3 t 3 \01%

4,616,269 3,881,660

1,823,050

734,609 t9%

(t4%)562,006 (26 r,044)

s6, 8o/o

S ee Accompanyn g Indepen dent A uditor' s Report.
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Sche¡lule 3

Rock RaPids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

Electric UtilitY Fund

comparative statements of Revenues, Expenses and changes in Fund Net Assets

For the Fiscal Year
Entled June 30,

2012 z0l1
Amount of

Chanqe
Percentage
of Chanee

Operating Revenues:
Residential Sales

Commercial Sales

Public Street and Highway Lighting
Wind Power - Residential and Commercial

Material and Servl'ce Sales

Service Income
Service Income (Related Party)

Total Operating Revenues

Operating Expenses:

Production/Processing Expense

Distribution Expense

Accounting and Collecting
Administrative and General

Free Community Service (Related Party)

Free Community Service

Transporlation
Depreciation
Payroll Taxes

Total Operating Expenses

Operating Income

Nonoperating Revenues (Expenses):

Gain on Disposal of Capital Assets

Rentals

Rentals (Related Party)

Customer Penalties/Credit Card Fees

Miscellaneous Income
Interest Income
Hail Insurance Proceeds

Interest Expense

Net Nonoperaiing Revenues (Expenses)

Change in Net Assets Before Special ltern

Special ltems:
Energy Efficiency and Conservation

Block Grant
Hazard Mitigation Grant Program

Free Community Service (Related Party)

Total Special ltems

Change in Net Assets After Special ltems

Net Assets Beginning of Year

Net Assets End of Year

2,065,210 2,078,607

o
J 1,033,567

963,114
29,035

486
31,348

3,s28
4,132

r,058,985
912,168

32,363

548
5,571

4,840
4.t32

(2s,418)
(9,054)
(3,328)

(62)
25,7'11
(t,312)

0

(2%)
(1%)

(10%)

(1r%)
463%
(27%)

0%
(13,397) (t%)

1,282,513
t80,293
24,928

179,079
r00,768

8,301

5,428
231,741
3l ,548

1,23t,0'74
185,478
29,717

172,855

t06,3 l4
r6,950
4,929

217,009
28,7'70

sl,439
(5,r 85)

(4,78e)
6,224

(s,s46)
(8,649)

499
t4,732
2,7'78

4%
(3%)

(16%)

4%
(s%)

(st%)
t0%
1%

t0%

2,044,599 1,993,096 5 1,503 3%

20,611 85,51 I (64,900) ('76%)

2s0
1,000

5,000
I,168

281

r3,608
0

(2t3)

0

1,000

5,000

1,404
0

t9,928
3,780
(l]3)

250
0

0

(236)
281

(6,320)
(3,780)

(80)

N/A
0%
0%

(t7%)
N/A

(32%)
(100%)

60%

2t _094 30.9'79 19_885_'ì (17-o/")

41.705 I 16,490 (74.78s\ (64%\

65,2t9
380,120

(t43,7 t9)

52,069
380,'720

(143,7 19)

396%
N/A
N/A

J 50

0

0

302,220 1 3,1 50 289,0'10 2198%

343,92s

5.834,350

129,640

5,704,710

214,285

t29.640

165%

ao/L/O

s 6,178,275 5,834,350

See Accompanying Independent Auditol''s Repoft.
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Schedule 4

Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Electric UtilifY Fund

comparative statements of Revenues, Expenses and changes in Fund Net Assets

For the Fiscal Year
Ended June 30,

2012 201 0

Amount of
Chanse

Percentage
ofChanse

Operating Revenues:
Residential Sales

Commercial Sales

Public Street and Highway Lighting
Wind Power - Residential and Commercial

Material and Service Sales

Service Income
Service Income (Related ParlY)

Total Operating Revenues

Operating Expenses:
Production/Processing Ex pense

Distribution Expense
Accounting and Collecting
Adminìstrative and General

Free Community Service (Related Party)

Free Community Service

Transportation
Depreciation
Payroll Taxes

Total Operatin g ExPenses

Operating Income (Loss)

Nonoperating Revenues (Expenses):

Gain on Dìsposal of Capital Assets

Rentals
Rentals (Related PartY)

Customer Penalties/Credit Card Fees

Miscellaneous Income

Interest Income
Free Community Sewice Agreement

Hail Insurance Proceeds

Interest Expense
Net Nonoperating Revenues (Expenses)

Change in Net Assets Before Special ltems

Special Items:
Energy Effìciency and Conservation

Block Grant
Hazard Mitigation Grant Program

Free Community Service (Related Party)

Total Special ltems

Change in Net Assets After Special ltems

Net Assets Beginning of Year

Net Assets End of Year

2,065.2r0 1,833,619

S 1,033,567
963,114

29,035
486

31,348
3,528
4.132

9l 1,890

877,898
29,161

552
6,884
3,1 89

4,045

t2t,617
85,216

(126)
(66)

24,464
339

8'Ì

13%
t0%

(0%)
(12%)

3s5%
I I Ollt/î

ao/L /O

231,s91 13%

1,282,513
180,293

24,928
t'79,0'79

r00,768
8,301

5,428
231,'74t

31 ,548

1,t26,899
151,669
32,259

178,949
1t5,267

8,500
11,654

213,367
28,31 r

155,6t4
28,624
(7,331)

130

(14,499)
(ree)

(6,226)
t8,3'74

3,231

t4%
19%

(23%)

0%
(13%)

(2%)
(s3%)

9%

11%

I,866,875 t'7'7.724 10%

20.61 I (33.2s6) 53.867 162%

250
r,000
5,000
I ,168

281
I 3,608

0

0
(2t3)

0

I,000
5,000

869
72

32,291
526

(2,35 l )

250
0

0

299
209

( I 8,683)
(s26)

2,351
(42)

N/A
0%

0%
34%

290%
(s8%)

(100%)
(100%)

25%(17 1

21,094 37,236 (t6,142) (43%)

4t.705 3,980 37,725 948%

65,219
380,'720
143.7 t9)

0

0

0

6s,2t9
380,720

(143,7 t9)

N/A
N/A
N/A

302,220 0 302,220 N/A

343,925

5.834.350

3,980

5,700,730

339,945

133,620

8541%

no/L /O

s I'18,2'75 S 5,704,7106,

ea- Â¡nnmnon¡rìno Tnrlo-o-.lcnf Àtt¿lifnrlc Pennrf 61

473,s6s 8%



Schedule 5

Rock Rapids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

Water UtilitY Fund

Comparative Statements of Net Assets

June 30,

2012 20tt
Amount of

Chanse
Percentage
of Change

Assets

Current Assets:

Cash

Accounts Receivable
Due From Other Governments (Related Party)

Due From Other GoveÍiments
Inventory
Prepaid Expenses

Total Current Assets

Restricted Cash:

Customer Deposits

Capital Assets:

Land
Utility Plant
Transportation Equipment
Office Equipment
Tools and Safety Devices

Communication Equipment
Meter Testing Equipment

Intangibles
Total Capital Assets (Before W.I.P.)
Less : Accumulated Depreciation /Amort rzalion
Capital Assets - Net (Before W.I.P.)
Construction Work in Progress

Net Capital Assets

Other Assets:
Note Receivable - Housing Development

Incentive Program
Lewis & Clark Project Membership (Related Party)

Total Other Assets

Total Assets

387,378 343,773 43,605 t3%

1,705 6,845 860 t3%

118,311 118,311 0 0%

4,321,286 4,123,355 191,931 5%

29,951 29,9s1 0 0%

6,498 6,498 0 0%

42,316 45,t16 (2,800) (6%)

1,006 1,006 0 0%

5,668 5,668 0 0%

t,060,299 6,710 1,053,589 15102%

5,585,335 4,336,,615 1,248,'720 29Vo

(2,413,693) (2,31r,558) (1 02,135) 4%

3,1tt,642 t,965,A57 1,146,585 58%

72t,435 208,701 512,734 246%
1'73 758 659 l9 160/0

$ 271,700
70,675

602

468

27,340
16,s93

253,586
36,609
1r,920

474

2s,t22
16,062

18,1 l4
34,066

(11,318)
(6)

2,218
531

10/t/o

93%
(es%)
(t%)

9%

30/,

5,56'7

0

0

1,053,588

5,567
( 1,053,588)

N/A
(100%)

567 I5 588 021J

4,233,727 3,577,964 65s.763 t8%
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Schedule 5 (Continued)

Rock Rapids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

Water Utility Fund

Comparative Statements of Net Assets

June 30,

2012 2071
Amount of

Change

Percentage
of Chanse

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable
Due To Other Utility Fund
Due To Other Governments (Related Parly)
Due To Other Govemments
Construction Contracts Payable
Accrued Vacation/Comp Time Pay

Accrued Compensated Absences Pay

Accrued Payroll & Payroll Liabilities
Total Current Liabilities

(Payable From Current Assets)

Liabilities Payable From Restricted Cash:

Customer Deposits

Long-Term Liabilities :

Accrued Sick Leave Pay

Advance From Other Utility Fund
Total Long-Term Liabilities

Total Liabilities

Net Assets

Invested in Capital Assets, Net of Related Debt

Unrestricted

Total Net Assets

29,014
80,062

9,38'7

t,'790
30,922
tL,154

0

2,885

30,478
51,785

90

1,33 I
0

9,932
0

2,5T8

( 1,404)

28,277
9,297

459
30,922

1,222

0

367

(5%)

ss%
t0330%

34%
N/A
12%

N/A
t5%

16s,2t4 96,0'74 69,140 72%

7,705 6,845 860 t3%

5,522

1.r37.394
5,441

571,091

81

s60.297

r%
97%

1,142,976 582,538 560,378 96%

1,315,835 685,457 630,378 92%

2,630,981 2,1'73,'758 45'7,223 2t%

(60%\286,917 7 78,7 49 (431,838)

s 2,917,892 2,892,s07 25,385 lYo

See Accompanying Independent Auditor's Report.
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Schedule 6

Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Water Utitity Fund

Comparative Statements of Net Assets

June 30,

2012 2010

Amount of
Change

Percentage
of Change

Assets

Current Assets:

Cash

Certificates of Deposit

Accounts Receivable
Due From Other Govemments (Related Parfy)

Due From Other Governments

Interest Receivable
Inventory
Prepaid Expenses

Total Current Assets

Restricted Cash:

Customer Deposits

Capital Assets:

Land
Utility Plant
Transportation Equipment

Off,rce Equipment
Tools and Safety Devices

Communication Equipment

Meter Testing Equipment
Intangibles

Total Capital Assets (Before W.I.P.)

Less : Accumulated D epreciatior/Amortizatton
Capital Assets - Net (Before W.LP.)

Construction Work in Progress

Net Capitat Assets

Other Assets¡

Note Receivable - Housing Development

Incentive Program
Lewis & Clark Project Membership (Related Parfy)

Total Other Assets

$ 271,700
o

70,67 5

602

468
0

27,340
16,593

338,226

50,000
36,406

121

695

93

25,856
14,698

(66,s26)
(50,000)

34,269
(1 1e)

(221)
(e3)

1,484
1,895

(20%)
(100%)

94%
(r7%)
(33%)

(100%)

6%

l3o/o

387,318 466,695 (1e,3r7) (11%)

7,705 5,580 2,125 38%

1 18,31 1

4,321,286
29,95r

6,498
42,3r6

1,006

5,668

1,060,299

118,311

3,974,190
r 8,330

6,498
45,t16

1,006

5,668

6,110

0

346,496

11,627
tt

(2,800)
0

0

1,053,589

0%
9%

63%

0,y,

(6%)
jYr
0V"

l51jzo/a
5,585,335

(2.473,693\
4,176,429

(2,286,88s)
1,408,906

( 1 86.808)

34%
8v,

3,1r1,642
721,435

1,889,544

139,793

1,222,098
582,242

65'/.
4l\Vo

5,561

0

0

1,047,777

5,561
(t,041,777)

89V"

N/A
(100%)

5,567 t,047,71'7 (1,042,210) (99%)

4,2'J3,127 3,548,189 684,938 19%Total Assets
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Schedule 6 (Continued)

Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Water UtititY Fund

Comparative Statements of Net Assets

June 30,

2072 2010

Amount of
Change

Percentage
of Chanee

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable
Due To Other Utility Fund
Due To Other Governments (Related Parfy)

Due To Other Governments

Construction Contracts PaYable

Accrued Vacatior/Comp Time Pay

Accrued Compensated Absences Pay

Accrued Payroll & Payroll Liabilities
Total Current Liabilities

(Payable From Current Assets)

Liabilities Payable From Restricted Cash:

Customer Deposits

Long-Term Liabilities:
Accrued Sick Leave Pay

Advance From Other Utility Fund

Total Long-Term Liabilities

Total Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt

Un¡estricted

Total Net Assets

29,O74

90,062
9,387
1,790

30,922
1 I,154

0

2,885

15,542

50,639
90

1,43 8

36,299
0

lr,79l
3,r57

13,472

29,423

9,297

352

(5,377)
1 1,154

(11,791)

81%
58%

70330%
24%

(1s%)

N/A
(100%)

(e%)(2

165,214 118,956 46,258 39%

7,705 5,580 2,125 3\Vr

5,522
t,137,394

0

619,624

5,522

517,170

N/A
84Vr

1,142,916 619,624 523,292 84%

1,315,835 744.t60 571,615 17%

2,630,981

286,911

2,028,137 602,244 30%

(63%)715,892 (488,981

s 2.911,892 2.804,629 1r3,263 4%

S ee Ac comp any tng Independent Auditor's Report'
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Schedule 7

Rock RaPids MuniciPal Utilities'

A Component Unit of the City of Rock Rapids

Water Utility Fund

comparative statements of Revenues, Expenses and changes in Fund Net Assets

For the Fiscal Year
Ended June 30

2012 ztJ['t
Amount of

Change
Percentage
of Change

Operating Révenues:

Water Sales - Metered

Water Sales - Rural Water SYstem

Water Sales - Tank Loads

Material and Service Sales

Service Income

Serrice Income (Related Party)

Total Operating Revenues

Operating Expenses:

Production/Processing ExPense

Distribution Expense

Accounting and Collecting
Administrative and General

Free Community Service

Transportation
Depreciation
Payroll Taxes

Total Operating ExPenses

Operating Income

Nonoperating Revenues (Expenses):

Gain on Disposal of Capital Assets

Rent¿ls

Customer Penalties

Intetest Income

Hail Insurance Proceeds

Miscellaneous Income
Interest Expense (Gas Fund)

Net Nonoperating Revenues (Expenses)

Change in Net Assets

Net Assets Beginning of Year

Net Assets End of Year

538,137 437,692 r00,445

s 259,542

245,7 54

614

29,289
577

2,361

250,839
179,379

372

4,749
592

2,36r

8,703

66,375

242

25,740
(ls)

0

3%

37%
65o/o

6060/0

(3%)

0%
23%

152,297

85,03 8

74,927

104,999

0

1,662

104,935

16,71 8

55,948
6r,045
11,882
96,242

1,550

r,396
84,673

17,1 0l

96,349
23,993
(2.e5s)
8,757

(1,550)

266

20.262
(383)

172%

39%
(17%)

9%

(100%)
r9%
24%
(2%)

480,576 335"831 144,739 43%

57,561 101,855 (44,294) (43%)

250
880

1&6

9,650

880

215
4t7

3,436
0

(28,57 5)

(9,400)

0

(2e)
(411)

(3,436)
40

(4,957)

(e7%)

0,/o

(13%)
(100%)
(100%)

N/A
17%J

0

0

40

)L

(32,176) (13,977) (18,199) r30%

25,3 85 87,878

2 892 507 2 804 629

s

(62,493)

87,878

(71%)

3%

See Accomp anying Independent Auditor's Report. 66
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S leB

Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Water Utility Fund

Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30,

2012

Arnount of
Change2010

Percentage
of Change

Operating Revenues:
Water Sales - Metered
Water Sales - Rural Water SYstem

Water Sales - Tank Loads

Material and Service Sales

Service Income
Service Income (Related ParlY)

Total Operating Revenues

Operating Expenses:

ProductionÆrocessing Expense

Distribution Expense

Accounting and Collecting
Administrative and General

Free Community Service

Transportation
Depreciation
Payroll Taxes

Total Operating ExPenses

Operating Income

Nonoperating Revenues (Expenses) :

Gain on Disposal of Capital Assets

Rentals
Customer Penalties
Interest Income
Miscellaneous Income

Interest Expense (Gas Fund)

Net Nonoperating Revenues (Expenses)

Charrge in Net Assets

Net Assets Beginning of Year )

Net Assets End of Year

538,137 468,423 69,714

259,542
245,7 54

614
29,289

s77
2,36r

257,463

207,590
612

73

374

2,311

2,079
38,164

2

29,216
203

50

1%

18%
0%

40022%
s4%

a¡/¿/o

r5%

752,291

85,03 8

14,927

t04,999
0

1,662

r04,935
16,718

78,5 83

126,900
r6,645
88,230

1,400

2,316
75,361
17,204

73,774
(4r,862)

(1,718)

16,769
(1,400)

(6s4)
29,574

(486)

94%
(33%)
(to%)

t9%
(100%)
(28%)

39%
(3%)

480,576 406,639 73,937 r8%

57,561 61,784 Ø.223) ('7%)

(33,5 32)

0

880

153

67r
(2,867)

(30,327)

250
0

33

(67 t)
2,901

(3,205)

N/A
0%

22%
(100%)
(t0r%)

11.%

250
880

186

0

40

32.116) (3r,490 (686) ao/z/o( )

25,385 30,294 (4,909) (16%)

892,507 2,774,335 178,772 4%

s 2,9

See Accompanying Independent Auditor's Report. 67
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Sehedule 9

Rock Rapids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

Sewer UtilÍty Fund

Comparative Statements of Net Assets

June 30,

2072 20tl
Amount of

Chanse
Percentage
of Chanqe

Assets
Current Assets:

Cash

Accounts Receivable
Due From Other Govemments (Related Pady)
Due F¡om Other Govemments
Prepaid Expenses

Total Current Assets

Restricted Cash:
Depreciation Reseryes

Capital Assets:
Utility Plant
Traasportation Equipment
Offrce Equipment
Tools and Safety Devices

Intangibles
Total Capital Assets (Before W-LP.)
Less : Accumul ated Depreciation/Amortization
Capital Assets - Net (Before V/.I.P.)
Construction'Work in Progress

Net Capital Assets

Total Assets

200,700 213,358 (1 2,65 8)

$ 167,843
18,084

506

444
13,823

180,803

19,041

592

s46
12,3-70

(12,960)
(e63)

(86)
(102)

7,453

(1%)
(s%)

(ts%)
(1e%)

t2%
(6%)

23,345 12,578 10,161 86%

0

0

(5,000)

0

18,012 1o/o

0%
jVo

(11%)
0y"

2,302,907
(1,443,228)

2,289,89s
(1,402,693)

13,012
40,535(

1%

3%

859,619
64,184

887,202
53,940

(21,s23)
10.244

(3%)
19%

923,863 941,142 (r7,279) (2%)

r,141,908 1,161,078 119.170) (2%)

68



Schedule 9 (Continuedl

Rock Rapids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

Sewer Utility Fund

Comparative Statements of Net Assets

June 30,

20L2 2011,

Amount of
Change

Percentage
of Chanse

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable

Due to Other Utility Fund
Due To Other Governments (Related Party)
Due To Other Governments

Construction Coutracts Payable

Accrued Vacation/Comp Time Pay

Accrued Payroll & Payroll Liabilities
Total Current Líabilities

(Payable From Current Assets)

Long-Term Liabilities:
Accrued Sick Leave Pay

Advance From Other Utility Fund
Total Long-Term Liabilities

Total Liabilities

Net Assets

Invested in Capital Assets, Net of Related Debt

Restricted for:
Depreciatìon Reserves

Unrestrictcd

Total Net Assets

82,602 99,438 (16,836)

r,964
16,r57

45

240
0

8,066
2,739

2,518
1s,396

45

206

2,020
7,144
7,918

(6t4)
76t

0

34
(2,020)

922
l6l

(24%)

5%

0%

17%
(100%)

13%
8%

28,611 29,36-7 (756) (3%)

s 7'7'7

48,614
5,300

64,77r
17

(t6,151)
T%

(2s%)

53,991 70,071 (16,080) (23%\

(11%)

859,092 860,975 (1,883)

23,345 12,578 10,'767

(0%)

86%

(6%)182,869 194,081 (1 1,218)

$ 1,065,306 1,067,640 (2,334) (0%)

See Accompanying Independent Auditor' s Report.
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Schedule 10

Rock Rapids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

Sewer UtilitY Fund

Comparative Statements of Net Assets

June 30.

2012 2010

Amount of
Change

Percentage
ofChanse

Assets

Current Assets:

Cash

Certificates of D eposit
Accounts Receivable
Due From Other Governments (Related Party)

Due From Other Govemments
Interest Receivable
Prepaid Expenses

Total Current Assets

Restricted Cash:
Depreciation Reserves

Capital Assets:
Utility Plant
Transportation Equipment
Office Equipment
Tools and Safety Devices

Intangibles
Total Capital Assets (Before W.I.P.)

Less: Accumulated Depreciation/Amortization
Capital Assets - Net (Before W.I.P.)

Construction Work in Progress

Net Capital Assets

Total Assets

200,740 ¿90,o I J (9s,973)

$ 167,843 230,074
25,000
19,048

618

9,605
44

12,284

(62,23t)
(25,000)

(e64)
(i 12)

(e,161)
(44)

r,539

(27%)
(100%)

(s%)
(r8%)
(es%)

(100%)
l3o/r

18,084

506

444

13,823
(32%)

23,345 9.194 14,t5l 154y,

203,911
0

0
(5,000)

0

10%
0%

0%
(11%)

0%

2,302,907
(1,443,228)

2,103,996
(1,367,903)

9%

6%

859,679
64.r84

736,093
r47,102

123,586
(82. 18)

1t%
66%\9

923,863 883,195 40,668 5%

1 .t41 .908 I,l 89,062 (41.154) (3o/o)
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Schedule 10 (Continued)

Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Sewer UtilitY Fund

Comparative Statements of Net Assets

June 30.

2012 2010

Amount of
Change

Percentage
of Change

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable
Due to Other Utility Fund
Due To Other Governments (Related Parry)

Due To Other Governments
Construction Contracts Payable

Accrued Vacation/Comp Time Pay

Accrued Compensated Absences Pay

Accrued Payroll & Payroll Liabilities
Total Current Liabilities

(Payable From Current Assets)

Long-Term Liabilities:
Accrued Sick Leave Pay

Advance From Other Utilþ Fund

Total Long-Term Liabilities

Total Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt

Restricted for:
Depreciation Reserves

Unrestricted

Total Net Assets

82,602 722,666 (40,064)

1,964
r6,757

45

240
0

8,066
0

2,139

9,893
14,131

45

220
4,692

0

71,267

1,651

(7,929)
7,426

0

20
(4,692)
8,066

(11,261)
488

(80%)
t0%
0%

9%
(r00%)

N/A
(100%)

30%

28,6t1 42,499 ( 13,888) (33%)

5,377
48,614

0

80,1 67

5,317
(3 1,s53)

N/A
(3e%)

53,991 80,161 (26,116) (33%)

(33%)

959,092 788,339 10,7 53

9,194 t4,l5l

9%

23,345

t82,869 268,863 (8s,994)

ts4%

(32%\

$ 1,065,306 1,066,396 ( l,oeO) (o%)

Se e Accomp any ing Independent Auditor' s Report.
7T



Schedule 11

Rock RaPids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Sewer Utility tr'und

Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

tr'or the Fiscal Year
Ended June 30,

2012

Amount of
Change20ll

Percentage
of Change

Operating Revenues:
Sewer Service

Material and Service Sales

Service Income (Related PartY)

Total Operating Revenues

Operating Expenses:
Production/Processing Expense

Accounting and Collecting
Administ¡ative and General

Free Community Service (Related Parry)

Transportation
Depreciation
Payroll Taxes

Total Operating ExPenses

Operating Income

Nonoperating Revenues (Expenses) :

Customer Penalties

Interest Income
Hail Insurance Proceeds

Interest Expense (Gas Fund)
Net Nonopera{ing Rcvenues (Expenses)

Change in Net Assets Before Special Item

Special Item:
WTFAP Grant

Change in Net Assets After Special Item

(3,321) (2.609) (7 12) a10/L I /r

(2,334) 375 (2,709) (722%)

869 (86e) (100%)

(2,334) r,244 (3,s78) (288%)

1,067 ,640 1,066,396 1,244 0%

s 234,922
0

1,180

236,370
450

1,1 80

(r,448)
(4s0)

0

(\%)
(100%)

0%

236,102 238,000 (1,8e8) (1%)

113,853

6,675
54,007

5,280
2,982

40,535

17,843

719,463

7,068

55,279

3,83 8

3,098

34,790
1 1,480

(5,610)
(4s3)

(1,212)
1,442
(1 l6)

5,745

363

(s%)
(6%)
(2%)
38%
(4%)

11%

3%

235,115 235 016 99 0%

987 2.984 (t,e97) (61%)

183

0

0

(3,504)

204
355

1,001

(4, r6e)

(2r)
(35s)

(I,oo1)
66s

(10%)
(100%)
(100%)
(16%)

0

Net Assets Beginning of Year

Net Assets End of Year $ 1,065 06 1

See Accompanying Independent Auditor's Report. 72
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Schedule 12

Rock Rapids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

Sewer Utility Fund

Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30

2012 2010

Amount of
Change

Percentage
of Chanqe

Operating Revenues:
Sewer Service
Service Income (Related Parfy)

Total Operating Revenues

Operating Expenses:

ProductionÆrocessing Expense

Accounting and Collecting
Administrative and General

Free Community Service (Related Party)

Transportation
Depreciation
Payroll Taxes

Total Operating Expenses

Operating Income

Nonoperating Revenues (Expenses) :

Customer Penalties

Interest Income
Loss on Disposal of Capital Assets

Interest Expense (Gas Fund)
Net Nonoperating Revenues (Expenses)

Change in Net Assets Before Special Item

Special Item:
WTFAP Grant

Change in Net Assets After Special Item

Net Assets Beginning of Year

236,r57
156

236,702 231,313 (t,21r) (t%)

$ 234,922
1,1 80

(t,235)
24

(r%)
ao/
L /O

1 13,853

6,615
54,007

5,280

2,982
40,535
11,843

98,I49
6,565

51,006
3,694
2,456

30,434

9,881

75,704
50

3,001

1,586

s26
10,1 0 1

r,962

r6%
I%
6%

43%
21%
33%
20%

235,715 202,185 32,930 r6%

987 35,128 (34.14r) (97%\

(3,

183

0

0

s04)

153

444
(1,450)
(4,8es)

30

(444)
1,450

T,397

20%
(100%)
(100%)
(28%)

3,32\) (5,148)( 2,427 (42%)

(2,334) 29,380 (31,7t4) (108%)

0 68,621 (68,621) (100%)

(2,334) 98,001 (i00,335) (ro2%)

1,067,640 968,395 99,245

Net Assets End of Year $ 1,065 1

Qao Ànnnmnanr¡i¡o Tnrl.n-nrlenf Arrr{ifnrtc Rennrf 7?

306 1 96 090

rc%



Schedule 13

Rock RaPids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Gas UtilitY Fund

Comparative Statements of Net Assets

June 30,

2012 20'll
Amount of

Change
Percenfage

of Change

Assets

Current Assets:

Cash

Certificates of Deposit

Accounts Receivable

Due From Other Utility Funds

Dne From Governmental (Revolving Loan) Furrd

Due From Other Governments (Related Party)

Due From Other Govemments
Note Receivable - Rock Rapids Development Corporation

Interest Receivable

Inventory
Prepaid Expenses

Total Current Assets

Restricted Cash:
Customer Deposits

Capital Assets:

Land
Utility Plant

Transportation EquiPment

Office Eqr.ripment

Tools and Safety Devices

Intangibles
Total Capital Assets (Before W.l.P)
Less: Accumulated Depreciation/Amortization
Capital Assets - Net (Before W.I.P)

Construction Work in Progress

Net Capital Assets

Other Assets:
Advances To Other Utility Funds

Notes Receivable - Rock Rapids Development Corporation

Note Receivable - Housing Development

Incentive Program
Total Other Assets

2,77 5,372 3,2s6,969 (481,s97)

r) 628,288
1,900,000

86,099
96,219

0

1,087

399
6,000

6.325
38,543

12.412

727,665

2,32s,000
69,880
67,1 8 l

50i
814

1,7 49

5,447

r 3,460

33,8 82

r 1.389

(99.378)
(425,000)

16,219
29,038

(501)
273

( r ,3s0)
553

(7, r 35)

4.661

1,023

(14%)
(18%)

23%

43%
(r00%)

34%
(77%)

l0%
(s3%)

14%
9%

(Ls%)

3r,725 30.238 1,487 5%

13,863

t,073,144
101 ,000

7,596
73,09'7

1r,990

13,863

920,217

l0l,000
1,596

75,897

1 1,990

0

t52,927
0

0

(2,800)
0

0o/o

17%
0%
0%

(4%)
0%

1,280,690
( 61 8,364) (

1.130,s63
583,746)

150,127
(34,6 r 8)

13%
6%

662,326
0

546,817
81,440

1 r5,509
(8r,440)

21%
(r00%)

662326 628,257 34.069 5%

1,186,008

197,553

64 I,868
209,ss3

544,140
(12,000)

85%
(6%)

29 716 0 29 716 N/A
t,413,277 851,421 561,856 66%

4,882,700Total Assets

74

4.766,88s 115,815 ao/L /O



Schedule l3 (Continued)

Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Gas UtilitY Fund

Comparative Statements of Net Assets

June 30,

2012 20tt
Amount of

Change
Percentage
of ChaneeLiabilities

Current Liabilities (Payable From Current Assets)

Accounts Payable

Due To Other Covernments (Related Party)

Due To Other Govemments
Accrued Vacation/Comp Time Pay

Accrued Payroll & Payroll l-iabilities
Uneamed Income

Total Current Liabilities
(Payable From Current Assets)

Liabilities Payable From Restricted Cash

Customer Deposits

Long-Term Liabilities:
Accrued Sick Leave Pay

Total Liabilities

Net Assets

Invested in Capital Assets

Unrestricted

Total Net Assets

203,001 t46,919 56,082

I,001
18,698

t,462
18,029

4,938
116,716

s,054
21,429

1,050

15,473

3,984
59,412

(4,053)
(2,731)

412
2,556

954
s7,304

(80%)
(13%)

39%
17%
24%
96%

160,844

31,725

106,402

30,238

10.279

54,442

1,487

153

st%

10,432

5%

t%

38o/o

662,326

4,017,373

628,257

3.99r,709

34,069

25,664

<o/J/O

1%

s 4,679,699 4.619,966 s9,733 t%

See Accompanying Independent Auditor's Report.
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Schedule 14

Rock RaPids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Gas Utility Fund

Comparatlve Statements of Net Assets

June 30,

2012 2010

Amount of
Change

Percentage
ofChange

Assets
Current Assets;

Cash

Ce¡tificates of Deposit

Accounts Receivable

Due From Other Utility Funds

Due From Other Governments (Related Patty)

Due From Other Govemments

Note Receivable - Rock Rapids Development Corporation

Interest Receivable
Inventory
Prepaid Expenses

Total Current Assets

Restricted Cash:

Customer Deposits

Capital Assets:
Land
Utility Plant
Transportati on EquiPment

Office Equipment

Tools and Safety Devices

Intangibles
Total Capital Assets

Less: Accumulated Depreciation/AmorLization

Net Capital Assets

Other Assets:
Advances To Other Utility Funds

NotesReeeïvable-RóckRap-dsDevêlõpmsnf eoi¡oraf .roR

Note Receivable - Housing Development

Incentive Program
Total Other Assets

2,775,372 3,250,997 (475,625

$ 628,288
1,900,000

86,099
96,219

1,087

399
6,000
6,325

38,543
12,412

282,524
2,775,000

s4,769
65,370

1,304

1,132
0

16,979
43,457

70,462

34s,764
(875,000)

31,330
30,849

(217)
(733)

6,000
(10,6s4)
(4,9r4)

1,950

122%

(32%)

s7%
47%

(11%)
(6s%)

N/A
(63%)
(t%)

19%
(1s%)

31 ,'125 30,193 932 3%

13,863

1"073,144
I 01 .000

1,596
'73,091

11,990

13,863

909,3s0
72,672

7,596
7s,897
11,990

0

163,794

28,328
0

(2,800)

0

ÙVo

18%
39%

0%

(4%)

Oo/o

1,280,690
( 6t8,364)

1,091,368 t89,322
(74.429)(543,93 s)

17%

14Yr

662,326 547,433 114,893 2t%

I ,1 86,008

rq1,553
699,79t
2t5,000

0

486,217
(T7fr47)

69%
(8*/Ð

29,716 29,716 N/A
1.413.277 914,791 498.486 54%

4.882.700Total Assets

76

4,744,014 r 38.686 3%



Schedule 14 (Continued)

Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Gas UtilitY Fund

Comparative Statements of Net Assets

June 30,

2012 2010

Amount of
Change

Percentage

of ChanseLiabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable

Due To Other Governments (Related Party)

Due To Other Govemments

Accrued Vacation/Comp Time Pay

Accrued Compensated Absørces Pay

Accrued Payroll & Payroll Liabilities
Unearned Income

Total Current Liabilities
(Payable From Current Assets)

Liabilities Payable From Restricted Cash:
Customer Deposits

Long-Term Liabilities:
Accrued Sick Leave Pay

Total Liabilities

Net Assets

Invested in Capital Assets

Unrestricted

Total Net Assets

1,001

18,698

1,462

18,029

0

4,938
1t6,7 16

(2,685)
2t8
228

18,029

(22,069)
716

64.190

3,686
I 8,480

r,234
0

22,069
4 ))7

52,526

(73%)

1%

lSYo

N/A
(100%)

l7o/o

122%

160,844 102,211

31,72s 30,793

58,627

932

10,432

57%

3%

N/A10,432 0

203,001 133,010 69,991 53%

662,326

4,017,373

547,433 I 14,893

(46, I 98)

21%

(t%)4,063,571

s 4,679,699 4,611,004 68,695 1%

See Accompanying Independent A uditor' s Report.
''t7



Schcdule 15

Rock RaPids MuniciPal Utilities'

A Component Unit of the City of Rock Rapids

Gas Iltility Fund

cornparative statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30'

20lz 20ll
Amount of

Change

Percentage

of Chanse

Operating Revenuesr

Residential Gas Sales

Commercial Gas Sales

Material and Service Sales

Service lncome

Service Income (Related PartY)

Total Operating Revenues

0perating Expenses:

Production/Processing Expen se

Distribution Expense

Accounti ng and Collecting

Administrative and General

Free Community Service

Transportation
Depreciation

Payroll Taxes

Total Operating ExPenses

Operating Loss

Nonoperating Revenues (Expenses):

Gain on Disposal of Capital Assets

Customer Penalties

Gas Rate Case Settlement

Interest Income

Interest Income (Water, Ser"¿er Funds)

Hail Insurance Proceeds

Miscellaneor-rs Income

Interest Expense

Net Nonoperating Revenues (Expenses)

Change in Net Assets Before Other
Financing Use

Other Financing Use:

Operating Transfers Out (Transfer to Establish a

New Revolving Loan Fund)

Change in Net Assets After Othcr
Financing Use

Net Assets Beginning of Year

Net Assets End of Year

89 r,046 1,134,3 r 1 (243,265)

S 591,359
292,786

I,899
870

4,132

'74'7 )QO

381,605
26'7

1,0r 7

4.132

(r ss,931)
(88,8 1e)

1"632
(147)

0

(21%)

(23%)

6lt%
(t4%)

0%
(21%)

550,1 19

ll4,980
25,923

153,679
0

5,038
37,418
23,971

784,235

116,715

29,097

158,430

7,97s
4,825

39,81 1

22.985

(234,116)
( r ,735)
(3,r'7 4)
(4.7 st)
(7,975)

213
(2,3e3)

986

(30%)
(1%)

(11%)
(3%)

(100%)
4%

(6%)
4%

911,128 I .1 64.073 (252.945\ 02o//o

( 20,082) ( 29,762) 9,680 (33%)

250

823

3,304
1R 119

17,036
0

328
(26s\

0

1,351
1?'11

59,741
32,744

1 ,901
0

Q46)

250
(s28)

't1

(21,402)
4,292
(r,90r)

328
(le)

N/A
(3e%)

20

(36%)
r3%

(100%)
N/A
8%

79,815 98,724 ( l 8,909) (te%)

s9.733 68,962 (e,22e) (13%)

(100%)0 I 60,000) 60,000

59,733

4,619,966

8,962

4,611,004

50.771

8,962

s67%

0%

See Accompanying tndependent Auditor's Report.

s 4.679.699
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Schedule 16

Rock Rapids MuniciPal Utilities,
A Component Unit of the City of Rock Rapids

Gas Utility Fund

Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30,

Amount of
Change2012 2010

Percentage
of Change

Operating Revenues:

Residential Gas Sales

Commercial Gas Sales

Material and Service Sales

Service Income
Service Income (Related Party)

Total Operating Revenues

Operating Expenses:

Production/Processing Expense

Distribution Expense

Accounting and Collecting
Administrative and General

Free Community Service (Related Parfy)

Free Communiry Service

Transportation
Depreciation
Payroll Taxes

Total Operating Expenses

Operating Loss

Nonoperating Revenues (Expenses):

Gain on Disposal of Capital Assets

Customer Penalties

Gas Rate Case Settlement

Interest Income
Interest Income (W'ater, Sewer Funds)

Miscellaneous Income
Loss on Disposal of Capital Assets

Interest Expense
Net Nonoperating Revenues (Expenses)

Change in Net Assets

Net Assets Beginning of Year

Net Assets End of Year

591,359
292,186

1,899

870

4,132

(178,186)
(141,314)

696

(2,01 8)

88

$ 7 69,545
440,r00

1,203

2,888
4,044

(23%)
(33%)

58%
(10%)

ao/L /O

891,046 1,277,780 (326,734) (27%)

550,119
114,980

25,923
153,619

0

0

5,03 8

37,418
23,911

901,297
85,742
29,983

146,785
t5,07 5

7,300
3,57 6

36,695
21,422

(357, I 78)

29,238
(4,060)

6,894
( 1 5,075)

(7,300)

7,462

723

2,549

(3e%)

34%
(14%)

s%

(100%)
(100%)

41%
ao/z /o

12%

971,128 1.253,815 (342,747) (27%)

2 82) ( 36,09s) 16,013 (44%)

250
823

3,304
3 8,339

3'7,036

328
0

( 26s)

250
(1)

(47 s)
(4t,115)

1,814
328
210
161

0

830

3,779
79,514
a5 )))

0

(210)
(426)

N/A
(r%)

(13%)
(s2%)

5%

N/A
(100%)

(38%)

79,815 I 18,709 ( 38,894) (33%)

4,619,966 4,528,390

5q 7?l 82,614 (22,881) (28%)

10/L /O91,516

s 4,679,699

Scc Â nnnm¡anr¡ino Tn¡lcnenÁenf Arrrlifnrrs Pen¡rrf 7q

4,611,004 68,695 1%



Schedule 17

Rock Rapids MuniciPal Utilities
A Component Unit of the City of Rock Rapids

Schedule of Expenditures of Federal Awards

For the Fiscal Year Ended June 30,2012

Grantor/Proqram

CFDA
Number

Agency or

Pass-through
Number

Program
Expenditures

Direct:
U.S. Deparlment of Agriculture:

Rural Economic I)evelopment Loans and Grants

Indirect:
U,S. Department of EnergY:

Iowa Office of Energy Indepenclence:

Energy Efficiency and Conservation Block C¡lant

U.S. Department of Homeland Security:

Iowa Department of Public Defense:

Iowa Homeland Security and Emergency

Management Division:
Hazard Mitigation Grant Progam

Total lndirect

Total

10.854 $ 300,000

8t.t27 EECGB 10-3295 65,219

97.039 DR-1763-0093-01 335,930

40r t49

g 701,149

Basis of presentation- The Schedule of Expenditures of Federal Awards includes the federal grant activity of
theRoak.Rapids lvlunieipal Utilities, a component unit of the e iff of Rock Rapids, and is-presented on the

accrual or modified accrual basis of accounting. The information in this schedule is presented in accordance with

the requirements of OMB Circular A-133, s

Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the

preparation of, the basic financial statements.

See Accompanying Independent Auditor's Report. 80
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lll S. Story Sheet
Rock Rapids ,IA 51246
www.denoblepc.com

DE NOBLE &COMPANY PC
Certified Public Accountants

MEMBBRS
American lnstitute - Certified Public Accountants

Private Companies Practice Section

Iowa Society - Certified Public Accountants

Pltone : (712) 472 2549
Fax: (712) 472-2540

Email : cpas@denoblepc.com

Independent Auditor's Report on Internal Control
Over Fin aiql Renorfinø and l-nrnnlicnec and Other Mqtlfers

Based on an Äudit of Financial Statements Performed in Accordance with
Government Auditins Standards

To the Members of the Utilities Board of Trustees:

We have audited the accompanying financial statements of the governmental activities, the business type

activities and each major fund of the Rock Rapids Municipal Utilities, a Component Unit of the City of
Rock Rapids, Iowa, as of and for the year ended June 30, 2012, which collectively comprise the Utilities'

basic financial statements listed in the table of contents, and have issued our report thereon dated January

28,2013. The report on the business type activities and the proprietary funds was adverse due to

managem€nt not recording the net other postemployment benefits (OPEB liability), the corresponding OPEB

.*p..ri" and the disclosures on the OPEB obligation in the notes to the financial statements. Accounting

principles generally accepted in the United States of America require that the net OPEB liability be reported

ãtrd 
"*p*nsed, 

which would increase liabitities and expenses and decrease net assets of the business type

activitiès and the proprietary funds and that certain infbrmationJdatabe disclosed in the notes to the financial

statements in regards to the OPEB. The amounts by which this departure would affect the liabilities, net

assets and expenses of the business type activities and the proprietary funds and the failure to report the

required OPEB disclosures are not reasonably determinable. 
'We conducted our audit in accordance with

U.S. generally accepted auditing standards and the standards applicable to financial audits contained in

Government Auditing Standards, issued by the Comptroller General of the United States'

Over Financ

The management of the Rock Rapids Municipal Utilities is responsible for establishing and maintaining

effective internal control over financial reporting. In planning and performing our audit, we considered the

Rock Rapids Municipal Utilities' internal control over hnancial reporting as a basis for designing our

auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the

p1rtpor" òf 
"*pr"rring 

our ãpinion on the effectiveness of the Rock Rapids Municipal Utilities' internal

control over financialieporting. Accordingly, we do not express an opinion on the effectiveness of the Rock

Rapids Municipal Utilities' internal control over financial reporting.

Our consideration of intemal eontrol over f,rnancial reporting was for the limited purpose deseribed in the

preceding paragraph and was not designed to identify all deficiencies in internal control over financial

ieportittg that might be significant deficiencies or material weaknesses and, therefore, there can be no

urr.rrun". all deficiencies, significant deficiencies or material weaknesses have been identified' However, as

described in the accompanying Schedule of Findings and Questioned Costs, we identified certain

deficiencies in internal control over financial reporting we consider to be material weaknesses and another

deficiency we consider to be a significant deficiency.

A deficiency in internal control exists when the design or operation of a eontrol does not allow

management or employees, in the normal course of performing their assigned functions, to prevent or detect
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and correct misstatements on a timely basis. A material weakness is a deficiency, or a eombination of

deficiencies, in internal control such that there is a reasonable possibility a material misstatement of the

Rock R.apids Municipal Utilities' financial statements will not be prevented or detected and corrected on a

timely bãsis. We consider the deficiencies in the Rock Rapids Municipal Utilities' intemal control

described in Part II of the accompanying Schedule of Findings and Questioned Costs as items II-4, B, C, D,

E, F and G-12 to be material weaknesses.

A signif,rcanf deficiency is a deficiency, or combination of deficiencies, in internal control which is less

severe than a rnaterial weakness, yet important enough to merit attention by those charged with governance,

We consider the deficiency described in the accompanying Schedule of Findings and Questioned Costs as

item II-H- 1 2 to be a significant defìciency"

Compliance a-nd Other Matters

As part of obtaining reasonable assurance about whether the Rock Rapids Municipal lJtilities' financial

statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreernents, non-compliance with which could har¡e a direct and

material effect on the deterrnination of financial statement amounts. F{owever, providing an opinion on

compliance with those provisions was not an objective of our audit and, accordingly, we do not express such

an opinion" The results of our tests disclosed no instances of non-eom.pliance or other matters that are

required to be reported under Government Auditing Standqrds. Howet¡er, we noted certain immateriai

instances of non-compliance or other matters which are described in Part IV of the accompanying Schedule

of Findings and Questioned Costs.

Comrnents involving statutory and other legal matters about the Utilities' operations for the year ended

June 30, 2012 are Uasé¿ exclusively on knowledge obtained from procedures performed during our audit of,

the finansial statements of the Utilities. Since our audit was based on tests and sarnples, not all transactions

that might have had an impact on the comrnents were necessalil¡r audited. The comments inr¡olving

statutoly and other legal matters are not intended to constitute legal intelpretations of those stafutes-

T'he Rock R-apids Municipal Utilities' responses to fìndings identified in our ar¡dit are described in the

aacompanying Schedr.rle of Findings and Qr.lestioned Costs. While we have expressed our conclusions on

the Utilities' responses, we did not audit the R.ock Rapids Municipan Ufilities' responses and, accordingly,

we express no opinion on thenn.

This report, a public record b), law, is intended solety for the infortnation and use of, the off,rcials,

ernployees, constituents and custorners of the R.ock Rapids Municipat Utilities and other parties to whoil"r the

Utilities rnay report, including federal awarding agencies and pass-through entities, and is not intended to be

and should not be used by anyone other than these specified parties"

We woutrd like to acknowledge the rnany oourtesies and assist¿nce extended to us by persalnnel of the

Rock Rapids lvtunieipal Utilities during the course of our audit. Strould you have any qlrestions concerning

any of, tkre above rnatters, we shall be pleased to discuss them with yor.l at yotil convenience.

fl-'{h$tÞ e CrilW PU

De Noble & Company FC

Certified Public Accountants

January 28,2013
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DE NOBLE &COMPANY PC

1 I I S. Story Street
Rock Rapids,IA51246
rvww.denoblepc.com

on Each P

To the Members of the Utilities Board of Trustees

Certified Public Accountants

MEMBERS
American Institute - Certified Public Accountants

Private Companies Practice Section
lowa Society - Certified Public Accountants

over C

Phone: (712)472-2549

Fax: (712) 472-2540

EmaiT : cpas @ denoblepc.com

on

Compliance

We have audited the Rock Rapids Municipal Utilities' compliance with the types of compliance
requirements described in U.S. Office of Manágement and Budget (OMB) -Cilcula.r A-!33 Çqlqplialgg
Suþplement that could have a direct and material effect on the Rggk Rgpi.d¡ Mq$9inal Utilities^major

audit.

We conducted our audit of compliance in accordance with U.S. generally accepted auditing
Auditing Standards,
33, Audits of States.
ircular A-I33 require
non-compliance with

ove that could have a direct and material effect on a
idence about the Rock
such other procedures
a reasonable basis for

ermination on the Rock Rapids Municipal Utilities'
compliance with those requirements.

In our opinion, the Rock Rapids Municipal Utilities complied, in all material re^spects, with the

requirementì referred to above thãt could havè adirect and material effect on its major federal programs
for the year ended June 30, 2012.

Internal Control Over Compliance

of the I Utilities is responsible for establishing and
internal with requirements of laws, regulations, contracts
s applic s. In planning and performing.our audit, we
naþids nternal control over compliance with.requirements

that could have a direcf and material effect on a major federal program in order to determine our
auditing procedures for the purpose of expressing our op1lio_n on_compliance and to test and report on^

internaf öontrol over complianðe in accorãance with OMB Cireular A-133, but not fgT th" purpose of
expressing an opinion on the effectiveness of internal control over compllqqg:, Accqrdingly, we do not
express an oprruon on the effectiveness of the Rock Rapids Municipal Utilities' internal control over
compliance.

t Could H

OMB
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described-
essed our
Tesponses

parties"

fl.rflû$tr, '{' fnry"tu¡ f)L"

De Noble & ConrPanY PC

Cerlifred Fublic Accountants

Janua4r 2&,2t13
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Rock RaPids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Schedule of Findings and Questioned Costs
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Rock RaPids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 3012012

sults:

(a) The report expresses adverse opinions on the major

proprietary t'"¿ and t-mqtralfüed opinions d the

governmental major fund of the Rock Rapids M

(b) A signif,rcant defieiency and material weaknesses in internal control over finaneiai reporting

were disclosed by the audit of the f,rnancial statements.

(c) The audit did not disclose any non-compliance -¡¡hich is materiai to the financial statements'

(d) A material weakness in interrral control over the maiæ prûgrams -v¿as drsolosed by the audit of

the financial statements.

(e) An unqualified opinion was issued on compliance with requirements applicable to the major

pfograms'

(Ð The audit disclosed an audit frnding .¡¡hich is required to be reported in accordance with

Office of Management and Budget Circular 
^-133, 

Section '51Û(a)'

(C) The major progr*ams were CFDA Number g7.03g - lHazard Mitigation Glant Frogtam and

CFDA 10.S54 - Rurai Econornic Ðevelopmerit L,cans and Grants

(h) The dollar thrçshold usecl to cli,stinguish belween T;rpe A and Type R programs Y/as $30Û"000'

(Ð The Rock Rapids Municipai Utilities dici not qualifi' as a low-risk auditee.
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30,2012

Part II: Findinss Related to the X'inencial Statements :

INTERNAL CONTROL DEFICIENCIES:

LI-A-I2 Sesresation of Duties - One important aspect of the internal control structure is the

segregation of duties among employees to prevent an individual employee from handling

duties which are incompatible. We noted that the handling of assets and various aspects

of the recordkeeping functions are not entirely separated among employees.

Recommendation - We rcalize that with a limited number of office employees,

segregation of duties is difficult. However, the Utilities should review its operating

procedures to obtain the maximum intemal control possible under the cfucumstances.

The Utilities inability to eliminate segregation of duties issues reduces the effectiveness

of the Utilities control environment and increases the risk of material errors, theft or fraud

not being detected.

Response - We will continue to attempt to segregate duties to the extent possible w-ithin

economic constraints.

II-B-12

Conclusion - Response acknowledged. The Utilities should segtegate duties to the extent

possible with existing personnel and utilize administrative personnel/goveming body

members to provide additional control through review of financial transactions and

reports

Job Rotations - Financial personnel's duties are not always rotated for a period of time

each fiscal year.

Recommendation - The Utilities has implemented procedures to cross-train employees to

be able to perfonn a fellow employee's duties. The Utilities should utllíze this cross-

training to have each person's duties done by another employee for a period of time each

fiscal year. This is important in case an employee unexpectedly becomes unavailable for

an extended period of time and serves as an important aspect in the control environment.

Response - We will work toward having our employees rotate duties for a period of time

each fiscal year.

Conclusion - Response accePted.

Financial Reporting - During the audit, we identified material amounts of assets,

liabilities, net assets, revenues and expenses not recorded properly in the Utilities'

financial statements and disclosures not properly being reported on in the Utilities' notes

II.C-T2
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TI-D-12

Rock RaPids Municþal Utilities'

A Component Unit of the City of Rock Rapids

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30' 2012

to the financiar statements. The majority of the assets and liabilities were not reconciled

between the general ledger *¿ th" corresponding detailed subsidiary records'

Additionally, there *.r" ,Ñ"ral improper ba¡k ieconciling items on som€ of the bank

reconciliations, which resulted in the baik statement balances and the proof of cash totals

not reconciling to the detailed generul ledger cash accounts fbr the majorig' of the fiscal

e subsequentiy mads by the Utilities tc

g sure subsidiary detail and general

óof of cash totals and detaiied general

and disclosures in the financial statements

PEB obligation"

Recommendation - The Utilities should and contr

stafftrainirrg to ensure all assets, iiabiiiti sKpcnses

are identified and included in the Utilitie ents and

subsidiary records should be prepared for accounts such as accounts payable and accounts

receivable, and reconciliationì of these reeords should be prepared on a mglthlV basis by

an independent person, Bank statement reconciliations need to be verif,red that only

deposits and checks that have not properly cleared the bank and are arl actual

depositÂrøit¡dr awal are listed reconciling tíre bank statement to the proof of cash totals

and the detailed general ledger cash accounts" Management should be monitoring

procedures and conltrols and reviewing the financial records/reporting on a legular basis

ìo help ensure the acc.uracy of the financial records/reporting.

Response - we will review our cuÏrent procedures and controls in all accounting aspects

to identifl areas where we can impro-re éo or' financial records/reporting going forward'

gonciusion - ResPonse accePted'

Invo¡rtory Reeords - The utilities needs to be ccrûsistently following the establishec-

*t"otãf,, pro*a*"r. The inventory records are not monitored on a regular on-going

basis. In addition, the accounting treatment of what inventory goes lo a construction

d inaccuracies in this area u'hich resulted in

the fiscal year" hi addition, procedures on

s need to be reviewed to enstue uniformity
every daY basis

Bgcommendation - Inventory procedures and monitoring should be analyzed for ways to

increase ur"*u.y, controls anã ef¡ciency of cietaiied inventory records and the ultirnate

allocation of the inventory to a construction project', ultlizatíon as a repair, sale or

scrapping.
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II-E-12

TT-F-72

Rock Rapids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30,2012

Response - We have continued to progress in developing inventory procedures that will
tt"-ç i-ptove our detailed inventory records. We have implemented improved inventory

procedures in three of the four of our utilþ departments.

Conclusion - Response accepted. Please continue to develop inventory procedures and

*""tt"tt"g that will be consistently applied to increase accuracy, controls and efficiency.

payroll procedures - We noted a couple instances where there was no w¡itten absentee

Js--au-.oopt"l.stanceswheretherewasnoabsenteeslipapprovaldocumentedbythe
employee's supervisor for compensated absence time payment. Additionally, we noted

numerous hand written entries on the timecards, rather than a time being recorded by

the time clock; some of the hand written times which did not have any written indication

of approval by management.

Recommendation - Absentee slips should be completed and approved by an employee's

*p.*r*t f"t 
"X 

compensated absences before payment is authorized. Additionally, any

handwritten entries ott th" time cards should be kept to a minimum and should be

approved and initialed by management.

Response - We will implement procedures to address the issues noted'

Conclusion - ResPonse accePted.

Management procedures - Based on f,rndings during the audit, we identified that there

upp*r. to be a n""dF*ore oversight by management over developing internal control,

cãmpliance and antifraud procedures and monitoring existing procedures that are in place

to ensure the procedures are enforced'

Recommendation - Utilities management needs to evaluate policies and procedures to

ensure effective intemal control, compliance and antifraud procedures are in place and

monitored on a regular basis. Utilities management needs to review audit findings

identified and asses! the level of risk associated with each hnding and incorporate this

assessed level of risk into its developmenlenforcement of policies and procedures'

Response - We will continue to address your recornmendations as \¡re have done in the

past.

Conclusion - ResPonse accePted.
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II-G-I2

II-H-12

Rock RaPids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Schedule of Findings and Questioned Costs

X'iscal Year Ended June 30' 2012

Accounts Receivable Reconciliations - We noted there are no monthly written

documented reconci-liations being done to reconcile beginning aged accounts receivable

to ending aged accounts receivable. The monthly reconciliations should show all new

billings, collections, write-offs, credits, etc. Each aspect of the reconciliation should be

reviewed and verified by an independent person.

Recommendation - The Utilities should implement procedures to prepare a written

,rronth¡y ,"**iliation of aged accounts receivables that is reviewed and verified by an

independent person.

Response - We will implement your recommendation'

Conclusion - Response accePted.

Disbrusement Procedures -We noted several instances where the only supporting

documentation on file was a copy of a credit card slip (no detailed support)'

Recommendation - All disbursements, including employee reimbursements, credit card

"trutg"t 
and petty cash disbursements, need to be supported by an actual receipt or invoice

that 
-supporti 

tnå disbursement in detaii. Meai reimbursements must be supported by a

receipt áeøiling what was purchased" The receipt or invoice needs to be marked "paid"

or otherwise cancelled upon payment to avoid duplicate payment and needs to be retained

and filed as proof for the disbursement.

Response - We will evaluate our disbursement procedures in an attempt to identiff ways

'we c¿m eliminate this issue'

Conclusion - Response accePted.

INSTANCES OF NON-COMPLIAI\CE :

No matters were noted.
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Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30,2012

Part III: Findines and Ouestioned Costs For Federal Awards:

INSTANCES OF NON.COMPLIANCE:

No matters \^rere reported.

INTERNAL CONTROL DEF'ICIENCIES :

CFDA Number 97.0392 HazardMitigation Grant Program
X'ederal Award Year: 2012
U.S. Department of Homeland Security
Passed through the lowa Department of Public Defense: Iowa Homeland Security and

Emergency Management Division

CFDA Number 10.854: Rural Economic Development Loans and Grants
Federal Award Yearz 2012
U.S. Department of Agriculture

III-AA-12 Segregation of Duties over Federal Expenditures - The Utilities does not properly

segregate authorization of transactions, handling of source documents, custody of
assets, recordkeeping and reconciling functions for cash disbursements and payroll

expenditures, including those related to federal programs. See item II-A-12.
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Rock RaPids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30,2OLz

Iv-A-12 certified Budget - The Rock Rapids Municipal Utilities is budgeted as a part of the city of

Rock Rapids" Disbursements ãuring the fiscal year ended June 30, 2012 did not exceed

the final amended bgdget amount for the Rock Rapids Municipal Utilities in the business

type activities function: however, disbursements in the business type activiiies iunctioli

for thc Rock Rapids Municipal Utilities did exceed the original budgeted amount as part

of the City of Rock Rapiås' adopted budget before the final amended budgei was

aPProved on MaY 30,2012'

chapter 384.20 of the code of lowa states, in part, "Public mo]x'es may not be expended or

encumbered except under an an¡ual or continuing applopliation',,

Recommendation - The budget shoulcl have been amended in accordance with Chapler

3g4.1g of the Code of lowã before disbursements were allowed to exceed the original

adoPted budget'

R-esponse - We wiil work with the City to make sure the Utilities portion of the City's

budget is amended and adopted by the Ciry Council in the future before we authorize

disbursements that would exàeed the original adopted budgeted disbursements total'

Conclusion - ResPonse accePted'

IV-B-12 Ouestionable Expenses - certain expenses -¡¿e believe may not meetthe requir"ements of

public pulpose as defined in an Attórney General's opinion dated April 25, 1979 since the

public 
^benefrts 

to be derived have not been cleatly doeumented or the necessary

documentation to support the expense was not present were noted" These experrses are

detailed as follows'

We noted that the only supporl fbr several credit card charges was a copy of a eredit card

slipandnodetailedreceipVsupportingdocumerrtation"

According to the opinion, it is possible for such expenses to meet the test of serving a

public pu{pose under certaincircumstances, although such items will certainly be subject to

a deserved close scrutiny. The line to be drawrr between a proper and impropef purpose ls

very thin.

Recommendatjon - All disbursements should be supported by art acßn| receipr/invoice that

supports the expense in detail. Meal reimbursements must be supported by a receipt

deøiling what was Purchaserl'
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Response -We will evaluate our disbursement procedures to make sure \ile retain pfoper

supporting do cumentation.

Conclusion - ResPonse accePted'

Travel Expense - No expenses of Utilities money for travel expenses of spouses of

Utilities offrcials or emplãyees were noted. However, please see "other Findings Related

to Required Statutory Reporting: IV-B-12" for a possible related comment'

Business Transactions - No business s

off,rcials or employees were noted' s

Community Affairs Corporation $360,009 a

,p". ,o--ercial building. The Rock e

spec building on contraci (the contract c Jennifer

Hoefert (Cody is a City of,Rock Rapids !"y::i
the Utilities and the Rock Rapids Co sausrreo

when the aforementioned installment co from the

Rock Rapids Community Affairs Corporation

Based on discussions with legal counsel, the 1o

represent a conflict of interest due to the legal

debt from the Rock Rapids Community Affairs

NotestotheFinancialStatements(5)forfurtherdetails'

Bond coverase - surety bond coverage of utilities officials and employees is in

accordance with statutóry provisions. The amount of coverage should be reviewed

annually to ensure the coverage is adequate for current operations.

Board Minutes - No transactions were found that we believe should have been approved in

the Board minutes but were not'

Deposits and Investments - No instances of non-compliance 'ù/ith the deposit and

investment p.o.r-ßiorm of Chapters l2B ar.d l2C of the Code of Iowa and the Utilities'

investment PolicY were noted'

Revenue Bondsilr{otes - The utilities did not have any revenue bonds or notes payable

-iluring the fiscal year ended June 30,2012'

Rock RaPids MuniciPal Utilities'
A Component Unit of the City of Rock Rapids

Schedule of Findings and Questioned Costs

IV-H-12
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CommentNumber

III-AA-12 Segregation of
Duties

Cornment Title Corrective Action Plan

Rock Rapids Municipal Utilities

Corective ActionPlan for Federal Audit Findings

Year ended June 30,2012

Contact Persor¡
Title,

PhoneNumber

Anticipated
Date of

Cornpletion

We acknowledge the recommendation and are
evaluating our operating procedures to
deterrnine what changes, if any, can be made
within economic oonstraints. We anticipate
having any identified. chauges, if any made by
the end of FYE 2013.

The corrective action plan was
docwnented in our reqponse to the
auditor's comment. See the
Schedule of Findings and

Questìoned Costs.

Jim Hoye,
Utilities Manager,

Qr2) 472-2s11





DE NOBLE &COMPANY PC

1ll S. Story Street
Rock Rapids,IA51246
www.denoblepc.com

Certifred Public Accountants

MEMBERS
American Institute - Certified Public Accountants

Private Companies Practice Section

Iowa Society - Certified Public Accounlants

Rock Rapids Municipal Utilities

Time Analysis

FYE June 30,2012 Audit

Fax: (7t2) 412-254A
Email : cpas@denoblepc.com

Fee

$ 7,458.00

4,088.00

2,384.25

r,743.25

126.50

Lf5J0000

David De Noble, CPA
226.00 hours @$lS

Carmen Austin, CPA
I27.75 hours @$lZ

Nathan Hoekstra, Staff Accountant
140.25 hours @Sll

Kay'a Reck, Staff Accountant
91.75 hours @ $19

Office Personnel
11.25 hours @511.24

Total ($15,800 + 597 hrs. :526.47 per hour)

De Noble & C PC - Cost Analvsis

Wages and Payroll Taxes
Office Expenses (Materials, Etc...)

Total Cost





UTILITIES

K

3I O SOUTH THIRD AVENUE ROCK RAPTDS, |OWA 51 246-1 631 712-472-2511 FAX 712-472-2512

NEWS RELEASE

FOR RELEASE: January 30,2013 Contact: James Hoye
Utilities Manager
(712) 472-2str

De Noble & Company PC today released an audit report on the Rock Rapids Municipal Utilities, Rock
Rapids; Iowa.

The Utilities had revenues of $4,579,360 for the f,rscal year ended June 30, 2012, an increase of
$530,491 or 13.1o/o from the previous year. Of the revenues, charges for services amounted to
$3,730,495, general revenues amounted to $102p26 and special items (grants) amounted to 5745,939.
Revenues by fund were as follows: 52,532,456 from the Electric Utility, $539,493 from the Water
Utility, 5236,285 from the Sewer Utility, 5971,126 from the Gas Utility and $300,000 from the

Revolving Loan Fund.

Expenses for the Utilities totaled $3,852,651, an increase of $91,506 or 2.4Yo from the previous year.

Expenses included $2,188,531 in the Electric Utility, $514,108 in the Water Utility, $238,619 in the

Sewer Utility and $911,393 in the Gas Utility.

A copy of the audit report is available for review in the Utilities' offrce, in the Off,rce of Auditor of
State and on the Auditor of State's web site athffp:llauditor.iowa.gov/reports/index.html.

ELECTRICITY NATURAL CAS WATER WASTE WATER TREATMENT




